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About the Company 


Beneficial Corporation is one of the fastest growing 
and most profitable diversified financial companies 
in the world. Consumer financial services are 
provided to the people of six countries on four 
continents. 


Unquestionably, Beneficial is first and foremost a 
marketer of money. Consumer finance is the corner- 
stone of our operations. Through over 1,900 offices, 
nearly every type of consumer credit is extended, 
including unsecured personal loans, second mort- 
gages, revolving loans, credit card loans and sales 
finance. 


Beneficial is also a major provider of insurance 
services. Through the Beneficial Insurance Group, a 
complex of both life and casualty insurers, the 
Company underwrites a wide variety of life, accident 
and health, and property and liability coverages. 
However, the primary thrust of the Group is the 
consumer credit insurance market. 


In addition, Beneficial is a significant marketer of a 
wide variety of consumer goods through its 
Merchandising subsidiaries: Spiegel, Inc., Western 
Auto Supply Company, and Midland International 
Corporation. 


“We Represent Beneficial” 

Interspersed with the summaries of the Company’s 
1978 operations in this report, you will find brief 
photo stories about some of the people who repre- 
sent Beneficial. Each of these employees will tell you 
about his or her most satisfying accomplishments 

on behalf of the Company, and the consumers 

they serve. 


Annual Meeting 

The Annual Meeting of the shareholders of Beneficial 
Corporation will be held on Monday, April 30, 1979 

at 11 a.m. at the Company’s headquarters, Beneficial 
Building, 1300 Market Street, Wilmington, Delaware. 


Beneficial Corporation 


Highlights 
% 
Increase 
(Decrease) 
1978 1977 
over over 
1978 1977 1976 1977 1976 
During the Year 
Net Income: 
Finance Division: 
Consumers hinance ste eeae eee ee, ee: $50,169,000 $47,657,000 $ 43,934,000 5.3% 8.5% 
I GSULANCS aR eer eo ore L ee: 41,297,000 30,159,000 20,681,000 36.9 45.8 
Incomesnonm Finance Divisions. oe ee 91,466,000 77,816,000 64,615,000 17-5 20.4 
Income from Merchandising Division ........... 4,356,000 7,841,000 35,792,000 (44.4) (78.1) 
Income from Savings and Loan Company ....... 2,478,000 — — = — 
A Woe: arate, sk eee Sink, ae Aether $98,300,000 $85,657,000 $100,407 ,000 14.8 (14.7) 
Earnings per Common Share: 
PIAL Voge eee en eR PR ee Oasis $4.19 $3.64 $ 4.52 feos! (19.5) 
Lech te Cetera en tes eve Pals eee a, $4.11 $3.56 $ 4.05 15.4 C1224) 
Dividends: alcgnen. Common snarcesasee. ee ee $1.70 $1.60 $1.4375 6.2 eS 
Consumer Finance: 
Finance Receivables Acquired 
(excluding bank credit card receivables): 
ATIOUN Lament or teat ee eek ees. rahe at $2,690,319,000 $2,261 ,888,000 $1,900,279,000 18.9 19.0 
INDIE DET ewe eee eta ih a res hee cek oe tee 2,450,000 2,127,000 1,797,000 i he 18.4 
Average Amount of Transaction* ......... $1,098 $1,063 $1,057 3.3 0.6 
Net Sales and Other Revenue— 
Men handisiioc Division gaa ene aes eee $1,115,863,000 $1,178,685,000 $1,206,346,000 (5:3) (25) 
At Year End 
Consumer Finance: 
Pirarice RecelvaDles (yan i ee ee as $3,015 ,437,000 $2,526,177,000 $2,085,042,000 19.4 212 
NitiTIDerZOLPACCOUNILS Erieoen ee te ha eee 2,976,000 2,451,000 2,095,000 21.4 17.0 
Avetage Accounts Balances qa yor me che aioe erence $1,013 $1,031 $995 (127) 3.6 
NitmibernofOlceseaewenn rere ce: freee cere 1,939 1,890 1,768 2.6 6.9 
Western Auto: 
Number of Company-owned Stores ............. 459 472 520 (2.8) (9.2) 
INC be O ASSOCIA Less LOLCS marie i erin S095 3,918 4,139 (8.2) (5333 
Men DemOl EMP lOVees in wee ee ete one vete era = 25,500 25,100 24,900 1.6 0.8 
Number of Holders of Common Stock ............. 33,200 32,700 31,700 2 Lie. 


*After deducting Unearned Finance Charges. 


To Our Shareholders 


We are pleased to report that, led by record Finance 
Division net income of $91.5 million, an increase of 
17.5%, Beneficial Corporation 1978 Consolidated Net 
Income reached $98.3 million, a gain of 14.8% 

over 1977. 


For the first time the receivable portfolio exceeded 
$3 billion at year end as an unprecedented gain of 
$489 million (19.4%) was recorded during 1978. 
Receivables have now advanced more than $1 billion 
over the past 26 months. Loan growth was vigorous 
in virtually every category. Second mortgages, 
unsecured personal loans, revolving loans, credit 
card loans, sales finance, leasing—all contributed 
strong increases, with second mortgages the most 
significant contributor. Second mortgage receivables 
are now in excess of one-half billion dollars. 


Equally important as the gain in receivables was 
the record increase of 525,000 in the number of open 
accounts. At year end the number of accounts 
reached 2,976,000, a gain of 881,000 (42.1%) over the 
past two years. Obviously, gaining new customers is 
the lifeblood of any business; and, since our 
customers traditionally borrow many times during 
their lives, this is a particularly important operating 
statistic for our business. 


Exceptional volume increases, however, come at 
significant cost in terms of direct operating expenses 
and advertising expenditures. Additionally, earnings 
are charged with a 5% reserve when a consumer loan 
is made. This is the largest loan loss reserve among 
significant consumer finance companies. Thus, 

while such gains as last year’s are highly beneficial 
for future earnings, they can actually have a dampen- 
ing effect on immediate profitability. These factors, 
coupled with the rapid acceleration of interest rates, 
served to put pressure on profit margins last year. 
Also, the Finance Division suffered a net, after-tax, 
foreign exchange loss of $2.8 million, compared toa 
loss of only $1.0 million in 1977. Accordingly, 
Consumer Finance earnings rose only 5.3% to $50.2 
million in 1978. We are confident that we will 

more fully capitalize on these gains in 1979 and 
future years. 


Insurance, the other segment of the Finance 
Division, recorded another excellent year in 1978. 
Earnings increased 36.9% to $41.3 million from $30.2 
million in 1977. Operations were marked by con- 
tinued improvement in underwriting experience and 
particularly strong gains in investment income. In 
this context, it should be noted that consumer 
finance and insurance operations are inextricably 
intertwined. Clearly, the Beneficial Finance System 
is the key marketing channel distributing our 
insurance products in a highly cost-effective manner. 
However, it must be emphasized that the Insurance 
Group is also doing an exceptional job in adding 
completely unrelated, profitable premium income to 
the Beneficial base of its business. Our Insurance 
Group is now the fastest growing major factor in 

the credit field. 


Unfortunately, the Merchandising Division in no 
way mirrored the excellent results of our core 
financial businesses. Although we had anticipated 
some improvement in Merchandising Division 
results in 1978, earnings actually declined as profit- 
ability problems were particularly severe at Western 
Auto and Midland. Constructive steps continue at 
both of these subsidiaries, as well as at Spiegel, and 
we are cautiously optimistic that Merchandising 
performance will show some improvement in 1979, 
despite what may prove to be a less than robust 
retailing environment. While Merchandising con- 
tributes a small portion of our Net Income, it does 
represent a significant dilution of our return on 
investment, and we are making every effort to 
improve the performance of these companies. 


We want to emphasize to our Shareholders that 
Beneficial’s character is changing. We are concen- 
trating more and more on what we do best—the 
marketing of financial services. During 1978 we took 
another major step in that direction by purchasing a 
24.1% interest in First Texas Financial Corporation, 
the second largest savings and loan holding com- 
pany in Texas, with assets in excess of $1.5 billion. 
Since First Texas stockholders already have 
approved the merger pursuant to which First Texas 
would become a subsidiary of Beneficial, completion 
of the transaction awaits only the approval of our 
application by the Federal regulatory authorities. 


Finn M. W. Cas- 
persen, Chair- 
man of the 
Board, front, 
George R. 
Evans, right, 
and Robert A. 
Tucker, left, 
members of the 
Office of the 
President, di- 
rect Beneficial’s 
aggressive 
expansion. 

The Company 
recently 
entered the 
Japanese mar- 
ket, opening its 
first loan office 
in Tokyo. 


First Texas represents an important and very logical 
step in the broadening of our base as a financial 
organization. 


We continue to expand our activities as a marketer 
of money. Unquestionably, consumer finance is the 
cornerstone of our operations. This is the business 
that has fueled our growth in the past and will 
continue to do so in the future. This is the business 
that provides the resources and the expertise to 
expand into related financial fields. 


The opportunities for growth within the $275 billion 
consumer finance market are exciting. Aggressive 
marketing policies, emphasizing both proven and 
innovative ways to obtain new business, will be 
continued and expanded. Revolving loans, second 
mortgages, credit cards, and electronic funds 
transfer are among the many dynamic growth areas 
that we have entered. 


As we expand our services, we are also moving into 
new geographical markets. In 1977 we began opera- 
tions in Germany. In 1978 we entered the Japanese 


market. Beneficial now serves the people of six 
nations, located on four continents. We will aggres- 
sively pursue opportunities—in consumer finance 
and related financial areas—in other parts of 

the world. 


1978 was a year of strong growth. Accordingly, the 
dividend per common share was increased for the 
third time since June, 1976. Over that span the 
dividend’s annual rate has risen from $1.25 to $1.80 
per share. Management’s policy is to maintain a 
common dividend payout ratio of 35%-40% of 
sustainable earnings. 


Despite the uncertain economic outlook for 1979, 
Management anticipates good earnings improve- 
ment. Both Consumer Finance and the Insurance 
Group should show strong comparisons, and we look 
to the Merchandising Division to record modest 
improvement. Finally, assuming consummation of 
the merger, First Texas Financial Corporation will 
add a noticeable increment to consolidated results. 
1979 will be another good year for Beneficial 
Corporation. 


eee , 


a ee 


George R. Evans 


Office of the President 
Vice-Chairman of the Board 


February 27, 1979 


Finn M. W. Caspersen 
Chairman of the Board 


Robert A. Tucker 


Office of the President 
Chief Financial Officer 


Financial 


Consolidated Net Income was well ahead of 1977’s 
performance. For the Finance Division, which has 
been growing steadily, net income in 1978 was the 
highest ever, 17.5% above the record established in 
1977. Net income for the Merchandising Division, 
however, declined significantly from the disappoint- 
ing level reported in 1977. 


During the last half of 1978, Beneficial acquired a 
24.1% interest in First Texas Financial Corporation, 
a savings and loan holding company. Considering 
Beneficial’s equity in the net earnings of First Texas 
and certain purchase accounting adjustments, this 
investment contributed $2.5 million for the portion 
of the year the minority interest was held. The above 
figure does not reflect the net interest cost of 
acquiring the investment. Assuming a favorable 
conclusion of the acquisition, the contribution to 
Net Income is expected to be significant in 1979 and 
years to come. 


Earnings Per Share 


Earnings per Common Share are as follows: 


Earnings Average Number 
per Share of Common Shares 
(shares in 
thousands) 1978 1977 1978 1977 
Primaryare oe $4.19 $3.64 22,102 21,808 
Pully-diluted 2. 4.11" 3:56 22,710) 22,686 


Beginning in the third quarter, the quarterly 
dividend rate per common share was increased from 
$.40 to $.45. The annual amount per share paid in 
1978 was thus increased to $1.70 and for 1979 the 
current annual dividend rate is $1.80. Including divi- 
dends on preferred stock, the Company paid a total 
of $42.9 million in dividends during 1978, represent- 
ing 43.7% of Net Income. In December, Beneficial 
paid its 198th consecutive quarterly dividend on 
common shares. 


Finance Division 


For the Finance Division, 1978 was an excellent year. 
Consumer Finance reported increases of 5.3% in net 
income and 19.4% in Finance Receivables (after 
deducting Unearned Finance Charges). The 
Insurance Group had a truly outstanding year, 
increasing its net income by 36.9%. 


(in millions) 1978 1977 % Increase 
Revenue: j 
Consumer Finance .. $589.0 $503.9 16.9% 
Insurance Group.... 180.4 136.5 B22 
Finance Division .... $769.4 $640.4 20.1 
Net Income: 
Consumer Finance .. $50.2 $47.6 3) 
Insurance Group .... 41.3 30.2 36.9 
Finance Division .... $91.5 $77.8 175 


As outlined in the Shareholders letter, costs and 
accruals related to the unprecedented growth in 
receivables temporarily dampened the earnings 
increase of Consumer Finance. The Insurance 
Group’s sharp gain in net income reflects a 
significant increase in earned premium, improved 
underwriting ratios, and a substantial advance in 
investment income. 


Merchandising Division 


In 1978 the Merchandising Division reported less 
than satisfactory results, as indicated below: 


% Increase 


(in millions) 1978 1977 (Decrease) 
Net Sales and Other Revenue: 
Nic anc aera $ 62.1 $ 1104 (43.7)% 
Spiccel weer eee 370.7 377.0 LZ) 
Westerns Ati tOna itt 683.0 691.3 (i) 
Merchandising Division . $1,115.8 $1,178.7 (63) 


Net Income (Loss): 


Midland aaa eeer $(4.6) $(2.0) (138.7) 
SDIC Selene ere 6.0 6.4 (6.4) 
Western AUtOMer eee 3.0 3.4 (10.6) 
Merchandising Division . $ 4.4 $ 7.8 (44.4) 


Western Auto’s problems again were related to 
unprofitability in its company-owned stores and 
unsatisfactory gross profit margins. Midland’s poor 
performance was largely the result of continued 
softness in the market for citizens band (CB) radios. 


Another contributing factor was the discontinuance 
of two of Midland’s smaller divisions. Spiegel 
suffered from disappointing sales trends during the 
pre-Christmas season. 


Financing The Company’s Growth 


To fund domestic growth in receivables, Beneficial 
sold, at favorable rates, two long-term public issues 
in the Spring. The first was for $200 million at 8.35%, 
to mature in 1998, and the second was for $150 
million at 8.40%, to mature in 2008, subject to the 
right of the holder to elect earlier redemption. 
Private issues were negotiated for foreign sub- 
sidiaries in the amount of $42.1 million (expressed in 
U.S. Dollars) in various currencies and at various 
rates. During the year, long-term debt in the amount 
of $36.0 million matured and was paid. 


In general, management’s policy is to guard against 
both unrealized and realized foreign exchange losses 
of its expanding foreign operations by borrowing, 
when practical, in the currencies of the countries in 
which Beneficial’s subsidiaries operate. 


During 1978, short-term borrowing activity was 
conducted, in addition to the U.S., in Canada, 
Australia, England, and West Germany, while 
medium-term borrowings (included in long-term in 
financial statements) were arranged in Australia 
and West Germany. 


In keeping with the Company’s foreign exchange 
policy and in response to the high cost of medium- 
and long-term funds in England, the Company 
explored alternative means of financing and, asa 
result, negotiated a unique “swap” arrangement of 
U.S. $10.0 million for £5.162 million to be outstand- 
ing for ten years. The funds received are being used 
to increase finance receivables in England. 


In 1978 the Corporation suffered a foreign exchange 
after-tax loss of $2.8 million compared to a $1.0 
million loss in 1977. 


Interest Expense (after offsetting interest income 
from non-consolidated subsidiaries) of the Finance 
Division increased $41.1 million (29.2% ). Of this 
amount, 71.6% was due to an increase in average 
borrowings and 28.4% to an increase in average 
interest rates. 


Continuing the trend of late 1977, short-term interest 
rates increased steadily during the year with the 
most dramatic impact occurring in the fourth 
quarter. Starting with the first quarter of 1978, the 
weighted average U.S. short-term interest rates for 
Beneficial, by quarter, were as follows: 7.3%, 7.5%, 
8.6%, and 9.8%. 


The following relates to all borrowed funds of the 
Finance Division (after deducting interest income 
from non-consolidated subsidiaries ): 


(amounts in Ist 2nd 3rd 4th Total 
thousands) _ Quarter Quarter Quarter Quarter 
Interest Expense: 
WHS sococ $41,251 $43,751 $46,330 $50,308 $181,640 
OTT eee 30,677 33,385 37,410 39,111 140,583 
Increase 
in 1978. $10,574 $10,366 $ 8,920 $11,197 $ 41,057 
Increase Due to Increase in: 
Rates .... 236% 37.3% 30.9% 22.6% 28.4% 
Borrow- 
Rings 76.4 62.7 71.6 
100.0% 100.0% 100.0% 100.0% 100.0% 


Weighted average interest rates on debt outstanding 
at year end, including foreign borrowings, were as 
follows: 


ein al ae 1978 1977 
NotesiPaya blew sree 10.70% 7.42% 
Banks mactiak wer fon oe eee 10.48 fis) 
ConimercialgPapch. eee 10.33 7.43 
Longe CrimsUcb lanier cre 7.56 7.40 


The 1978 average rate of annual interest expense, 
giving effect to bank compensating balances for the 
Finance Division, was 7.93% compared to 7.39% for © 
1977. Lines of credit in excess of $400 million are 
maintained by the Company and its finance 
subsidiaries. 


Average short-term borrowings during the year were 
$93.3 million at banks and $161.4 million in com- 
mercial paper. The maximum amount of short-term 
notes payable at any month end was $478.9 million. 


The entire debt of Beneficial Corporation and 
Consolidated Subsidiaries at the past two year ends 
was comprised as follows: 


1978 : IT 
(amounts in % of % of 
millions) Amount Total Amount __ Total 


Short-term Debt: 


Banks ewes: $ 199.9 1.3% $152.6 6.7% 
Commercial Paper. BUDO NO 22207 9.8 
Employee Thrift 

ACCOUNTS oa.44 41.1 1.5 38.6 tod 
TOtal ger 520.0 19.0 413.9 18.2 


Long-term Debt: 
Due within 


Ones eaters 195.6 Te? 309 1.6 
Otherseee a. en 2 2,015.7 73.8 1,825.8 80.2 
Lotlnete bat. 2,211.3 81.0 1,861.7 81.8 

ToraDeb ee $2,731.3 100.0% $2,275.6 100.0% 


Beneficial commercial paper, which is sold directly 
to institutional and other sophisticated investors, 
has been assigned the highest ratings of P-1 and 

A-1 by Moody’s Investors Service, Inc. and Standard 
and Poor’s Corporation respectively. Notes are sold 
in amounts of $100,000 or more, for terms of 15 to 
270 days, at competitive market rates. The Company 
does not foresee any difficulty in selling short-term 
notes in the future. 


The Company’s debentures are rated Aa by Moody’s 
Investors Service, Inc. and AA by Standard and 
Poor’s Corporation. 


CONTRIBUTION TO 1978 
CONSOLIDATED NET INCOME 


Consumer Finance 
and Insurance opera- 
tions generated 96% 
of consolidated net 
income in 1978. 


Selected Operating Measurements 


Consumer Finance 
Subsidiaries* 
54% 


Insurance Group 
42% 


Merchandising 
4% 


*Includes income 
from savings and 
loan company. 


As indicated by the data presented in the charts on 
Pages 8 and 9, Beneficial has achieved a good record 
of corporate growth. Despite the fluctuations of Mer- 
chandising profits and a rising average cost of bor- 
rowed funds, consolidated net income has increased 
significantly. Accordingly, shareholders’ equity has 
steadily grown, and now totals almost $0.9 billion. 
Receivable volume and growth have been exceptional, 
especially over the last few years. Expansion of 
Insurance operations has been extraordinary. 


Selected Operating Measurements 


Interest 
Expense— 
Effective 
Rate 
(percent) 


Consolidated 
Net Income 
excluding 
extraordinary 
credit (1974) 


(in thousands) 


Earnings 
Per Common 
Share— 
Primary 
334 ZZ 
283 
35) 
3 4 
3.5 A 
£7) 
2 4s —“ 
Shareholders’ 


Equity 
(in thousands ) 


Volume of Finance 
Receivables Acquired 
(less Unearned 
Finance Charges) 

(in thousands) 


> 6) 

) 0 

» + 

<S9 

ht ane 

1§25’ ! 
or 

mul 

0 


Life Insurance 
in Force 
(in thousands ) 


78 
97 
16 
195 
74 
193 
a 
J 
10 
169 


Balance of 
Principal of 
Finance 
Receivables 
(in thousands) 


Security 
Investments— 
Insurance 
Group 

(in thousands ) 


18 
97 
16 
95 
4 
93 
42 
J 
70 
169 


78 
77 
196 
95 
4 
193 
42 
7J 
70 
169 
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Finance Division 


Consumer Finance 


Beneficial. The name is universally known. All over 
the United States and Canada—and in an increasing 
number of other countries as well—Beneficial is 

a part of daily life. In nearly 1600 cities and towns, 
the Beneficial Office is as familiar a landmark as the 
town hall and the corner drug store, and today, 
Beneficial’s Finance Division is the fastest-growing— 
and the most profitable—in the consumer finance 
industry. 


1978 was the third consecutive year in which the 
Consumer Finance subsidiaries set new records in 
virtually every area. As always, Consumer Finance 
was the largest single contributor to the Company’s 
profits, accounting for 51.0% of Net Income. 


1978 Consumer Finance Highlights 
Revenue: $589.0 million, 16.9% over 1977. 
Net Income: $50.2 million, 5.3% over 1977. 


Total Receivables (less Unearned Finance Charges) 
at Year End: $3.0 billion, 19.4% over 1977. 


Total Number of Accounts at Year End: 3.0 million, 
21.4% over 1977. 


Number of Loans Made: 1.7 million, 12.4% over 1977. 


Amount of Loans Made: $2,328.9 million, 17.3% 
over 1977. 


Number of Sales Finance Contracts Purchased: 
0.8 million, 24.8% over 1977. 


Number of Offices: 1,939, 2.6% over 1977. 


Through its sub- 
sidiary, Peoples 
Bank & Trust Com- 
pany, Beneficial 
issues Visa and 
Master Charge 
cards. 


At year end, Finance Receivables had increased by a 
record $489.3 million (19.4% ) to an all-time high 

of $3.0 billion. This gain, the largest in the industry, 
was principally the result of markedly increased 
loan volume in existing offices. 


Factors contributing to growth in 1978 were: an 
increase of 49 consumer finance offices; emphasis on 
high quality second mortgages; continued gains in 
the small, personal loan category; the further 
development of revolving loan business, which is 
now available in 18 states; and continued significant 
growth in credit card receivables. The outstanding 
1978 results also benefited from an increased 
emphasis on the improvement of loan activity in 
traditionally weak periods of the year and from 
greater penetration of the middle income market. 


Installment Loans The number of loans increased 
dramatically during the year, particularly loans to 
new borrowers. The average loan increased in size 
from $1,348 in 1977 to $1,407 in 1978, and the average 
term from 45.3 to 48.2 months. Installment loans 
were provided by more than 1,900 offices in six 
countries. 


Second Mortgages Second mortgage loans showed 
outstanding gains in 1978, the fourth quarter being 
particularly strong. There were sharp increases in 
both the number and amount of these loans. Second 
mortgage loans secured by homes averaged $10,427 
in 1978 and comprised 17.7% of total loan business. 


Beneficial also issues its 
own credit cards under its 
“Bencharge” credit card 
program. 


La sities 


Leonard Moore, 
Consumer Fi- 
nance Manager, 
serves Bene- 
ficial in Brook- 
lyn, New York. 


“Brooklyn is a 
long way from 
Harvard ...and 
it’s even farther 
when you don’t 
have enough 
money to pay 
the tuition. In 
our neighbor- 
hood, there isa 
brilliant young 
man whose 
Harvard Law 
School educa- 
tion is being fi- 
nanced by loans 
from our Office. 
We're proud of 
what he’s doing 
with his life... 
and proud of 
what we're 
doing to help.” 


11 


12 


Revolving Loan Programs The growth of these 
programs, which provide the consumer with checks 
that can be used against an available line of credit, 
has been most encouraging. Revolving loan pro- 
grams are now being conducted in 18 states, and net 
receivables at the close of 1978 were $48.8 million. 


Consumer Sales Finance Contracts New marketing 
techniques—including an increase from 5 to 20 in 
centrally operated offices to purchase sales contracts 
—have helped to increase business in this field. At 
the close of 1978, Sales Finance Contracts totaled 
$256.5 million, a gain of 35.1% over 1977 and com- 
prised 8.5% of Finance Receivables. The Bencharge 
revolving credit system for department and chain 
stores and other local merchants has been extended 
to a number of additional test areas. Bencharge, 
which issues either its own or private label credit 
cards and uses on-line store terminals connected to 
the Bencom data processing facility, will add new 
strength to Sales Finance during 1979. 


Geographical Spread of Receivables There are more 
than 1,900 Beneficial Consumer Finance offices 
located throughout the United States and Canada 
and in Australia, the United Kingdom, Puerto Rico, 
West Germany, and Japan. This wide geographical 
distribution tends to minimize the effects of local 


Pre-approved, revolving 
loan programs whereby the 
customer essentially 
“writes his own loan” are 
an increasingly important 
source of receivable 
growth. 


economic pressures as well as providing oppor- 
tunities for extensive overall growth. Finance 
Receivables (after deducting Unearned Finance 
Charges) are concentrated most heavily in the 
following areas: California, 19.2%; New York, 8.3%; 
Canada, 7.4%; Pennsylvania, 5.6%; and New 

Jersey, 4.3%. 

Bencom Since 1974, both loan and sales finance 
operations have benefited from the increased admin- 
istrative efficiencies provided by the centralized, 
on-line Bencom computer network. This system 
handles routine loan office paperwork and record 
keeping, provides cash management and certain 
supervisory services, and serves as a communica- 
tions system for all Beneficial offices in the United 
States and Canada and for a number of other finance 
companies. The system has the capability of func- 
tioning in an electronic funds transfer environment. 


Foreign Operations Foreign Consumer Finance 
subsidiaries accounted for 15.2% of net receivables 
at the close of the year. In Australia—where there 
are 86 offices—net receivables increased by $22.1 
million. Canada’s 180 offices showed a decrease of 
$8.9 million. West Germany, with 6 offices, increased 
its receivables by $28.5 million. The 42 offices in the 
United Kingdom generated an increase in receiv- 
ables of $10.8 million. During the year, Beneficial 
broadened its financial services in the United 
Kingdom through the acquisition of Security Trust 
Company Limited, a company operating in the bank- 
ing field. This acquisition significantly strengthens 
Beneficial’s presence in the United Kingdom. During 
1978 Beneficial entered the Japanese market, opening 
its first office in that country during the latter part 

of the year. Japan—a heavily urbanized and highly 
prosperous nation—is a promising market for 
consumer finance, and Beneficial expects to expand 
its operations there in 1979 and years to come. 


Training Program One of the many advantages of 
working for a large and expanding organization 

is ample opportunity for promotion. The Consumer 
Finance training program selects the most 
promising employees and trains them for increased 
responsibilities. Individual ability, initiative, and 
hard work are recognized and speedily rewarded. 


Highly qualified employees can advance rapidly 
throughout the Beneficial System, and our person- 
alized policy continues to provide the Consumer 
Finance subsidiaries with highly qualified men and 
women to fill managerial and executive positions 
at every level. 


Leasing Parliament Leasing Company, which started 
in 1977, leases medical, dental and hospital equip- 
ment. Parliament had gross receivables of $23.9 
million at year-end 1978, an increase of $17.0 million 
over the previous year. This subsidiary now has 
offices in 4 cities. 


Income Tax Service Beneficial Income Tax Service, 
which operates in the consumer finance offices in 
44 states and Canada, showed improved results in 
1978. This subsidiary has strengthened its internal 
structure and expects to again increase its share 

of the market during the 1979 “income tax season.” 


A Record-Breaking Year For the Consumer Finance 
organization, 1978 was a record-growth year. 


(amounts in thousands) 


Finance Receivables Less 


Additions to the account base and receivable gains 
substantially exceeded forecasts. 


Significantly, 1978 was the third consecutive year of 
exceptional growth. Since October 1976 receivables 
have increased more than $1 billion, a record 
unparalleled in the consumer finance industry. 
These achievements are a credit to the talents and 
the dedication of employees at every level. This is 
very much a team effort, and every one of the more 
than 10,000 people in Consumer Finance plays an 
important part. 


The prospects for 1979 are encouraging. The 
Consumer Finance subsidiaries expect to maintain 
their momentum and enhance their position of 
leadership in the industry. Moreover, the recent 
gains are anticipated to be reflected in significantly 
improved bottom-line earnings. In the field of 
consumer financial services, the cornerstone of its 
business, Beneficial is very definitely a company 
on the move. 


Unearned Finance Charges 


Unearned Finance Charges Ae on OF 

: Oh Oi Geiser age tae See a Related 

— ___Dollar-Cost Basis" Relating Finance 

End Total % Amount Thereto Receivables 
ce 773015 407 67.65% $2,039,893 Ss71211 28.00% 

1977 25201707 71.39 1,803,352 520,490 28.86 

1976 2,085,042 72.14 1,504,200 449,778 29.90 

1975 1,828,456 73.01 1,334,899 388,500 29.10 

1974 1,781,500 75.83 1,350,903 380,437 28.16 


*An obligation the face amount of which includes Unearned Finance Charges. 


Unearned Finance Charges This item represents the 
deferred income that is transferred to Revenue as 
collections are received on accounts containing 
Unearned Finance Charges. 

Unearned Finance Charges are taken into Revenue 
by Beneficial as earned and collected under the Rule 
of 78ths. 


The decline in the 1978 percentage for Unearned 


Finance Charges results primarily from a change in 


the mix of dollar-cost receivables. Small loans and 


sales finance contracts, which have a lower unearned 
percentage, increased at a greater rate. Additionally, 


dollar-cost receivables acquired in 1978 had a lower 
unearned percentage due to their shorter-contract 
term. 
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Data for the five years ended December 31, 1978 follows: 


(amounts in thousands) ' 


Reserve for 


Finance Possible Credit 
Receivables Losses at Receiv- 
Gross Charged Off (a End of Year ables 
Amount 70 OLm mo. Be ir More 
Provision of Average Finance Than 
for Receiv- Gross Receiv- Two 
Possible ables Finance ables Months 
Credit Charged Receiv- at End of Delin- 
Year Losses (a Off Amount ables Amount Year (b quent (c,d) 
1978 $70,845 $58,998 $51,062 1.57% $147,836 5.00% 1.15% 
1977 65,706 55,780 48 542 1.74 126,309 5.00 1.08 
1976 60,419 54,757 48,356 2.04 106,337 5G) 1.19 
1975 54,755 51,230 51,764 2.42 95,054 5.20) 1.29 
1974 plei23 49,987 44,896 Dale 92,638 5:20 1.28 


a) After offsetting recoveries. 


b) After deducting Unearned Finance Charges (excluding bank credit card and leasing receivables). 
c) These percentages apply to loans only. At December 31. 


d) Excluding loan receivables of West German bank. 


Delinquencies and Uncollectible Accounts 
Beneficial’s credit scoring system has played a 
major role in maintaining credit risks at quite 
acceptable levels during a period that has seen 
record increases in business. The percentage of 
loans more than two months delinquent increased 
only slightly from 1.08% in 1977 to 1.15% in 1978. 
Reflecting this excellent delinquency control, cash 
principal collections totaled $1,423.3 million in 1978, 
a 20.1% increase over 1977. Uncollectible accounts 
charged off, net of recoveries, continued to show 
good improvement, and declined to 1.57% of gross 
receivables, compared to 1.74% in 1977. This is the 


More and more consumers 
are using the Beneficial 
Income Tax Service for 
preparation of their tax 
returns. 


lowest net chargeoff percentage the Company has 
experienced since 1972) 

Reserve for Possible Credit Losses As mentioned in 
the previous section, Beneficial’s delinquency (loan 
account balances with payments more than two 
months past due), as a percent of Loan Receivables, 
remains at a very satisfactory level. The Reserve 
percentage is perhaps the most conservative in the 
industry. As illustrated in the table above, the 
Reserve for Credit Losses at December 31 was 2.9 
times actual 1978 net chargeoffs. 


ficial’s own data processing 
and communications 
needs, the Bencom on-line 
data processing system ts 
marketed to other finance 
companies ona fee basis, 


Harry E. Evans, 
Consumer Fi- 
nance Manager, 
is Beneficial’s 
representative 
in Lorain, Ohio. 


“Second mort- 
gages—for 
home improve- 
ment and other 
purposes—area 
fairly new thing 
for Beneficial. 
But this one is 
part of some- 
thing old. I’ve 
just madea 
loan to a young 
man whose 
grandfather and 
father were also 
customers of 
ours. Three gen- 
erations of 
service to the 
consumer... 
that’s some- 
thing to be 
proud of.” 
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BENICO 


The Central National Life Insurance Company 
of Omaha 

Beneficial International Insurance Company 
Limited 

American Centennial Insurance Company 

Guaranty Life Insurance Company of America 

Consolidated Marine & General Insurance 
Company Limited 

Beneficial American Insurance Company Limited 

Northwestern Security Life Insurance Company 

(acquired January 1979) 


The Beneficial Insurance Companies (BENICO), 
frequently referred to as the Insurance Group, 
enjoyed another highly successful year in 1978. Net 
income reached $41.3 million, a 36.9% gain over 1977, 
and represented the seventh consecutive year of 
record earnings for the Group. Over that period, net 
income has increased at a 39.7% compound annual 
rate. 


Total assets of the Group climbed to $497.0 million 
at December 31, 1978, a 33.5% increase over the prior 
year end. Written premiums exceeded $170.2 
million, a 3.8% gain. At the same time, Shareholder’s 
Equity expanded 30.9% to $174.8 million, so that the 
ratio of 1978 premiums written to year-end net 
worth was an extremely conservative .98 to 1. 


The Beneficial Insurance 
Group provides a broad 
range of credit insurance 
coverages. 


The Beneficial Insurance Group is a complex of both 
life and casualty insurers which underwrite, both 
directly and as reinsurers, a wide variety of life, 
accident and health, and property and liability 
coverages. The primary thrust of the Group, how- 
ever, remains in the highly specialized credit 
insurance market, where the companies rank among 
the industry leaders. 


Credit life, credit accident and health, and credit 
property coverages are all aggressively marketed. 
Clearly, the backbone of the Group’s market 
position is represented by credit coverages written 
through the Beneficial Finance System. Beneficial 
loan-related premium represented 49.3% of total 
premiums written in 1978, and a greater percentage 
of the Group’s net income. 


It deserves noting that eight years ago, virtually all 
premiums and earnings were generated from 
insurance written through the Beneficial Finance 
System. While the Beneficial loan-related business 
has increased significantly in recent years, the 
reduction of Beneficial business as a percentage of 
the total is indicative of the excellent increases in 
premiums from non-affiliated sources. The following 
table illustrates the rapid growth in the individual 
categories of Beneficial-related credit insurance, and 
the even faster growth of non-affiliated business. 


Earned Premiums (in millions) 
Bene- Bene- Bene- All 
ficial ficial ficial Non- 
Finance Finance Finance  Bene- 
Credit Credit Credit ficial 
Lite A&H Property Finance Total 


1978 $294 $224 $19.8 $77.4 $149.0 


RET: 24.7 20.0 17.0 52.6 114.3 
1976 2282 16.7 14.7 36.7 90.3 
1975 18.9 15.6 11.6 23.4 69.5 
1974 18.8 12.4 oS 18.0 58.7 
1973 17.0 15.4 2.6 oer 44.7 
1972 (Nisha 14.1 8 dd 38.0 
1971 L353 is) — Pad 25.0 
1970 10.8 4.7 — 2.6 18.1. 
1969 10.1 39 — — 14.0 


1968 10.4 eZ —_— — 11.6 


The increasing percentage of business generated 
outside the Beneficial Finance System is the result of 
a management philosophy aimed at creating an 
insurance complex with a broader scope than merely 
serving as an adjunct to the loan business. Accord- 
ingly, with profitability as a constant, rigorous 
screening requirement, outside business has been 
aggressively pursued. 


As might be expected, special emphasis has been 
directed towards the credit insurance market, the 
area of our greatest strength and expertise. The 
combination of both excellent profitability and high 
predictability that is attached to the credit 
insurance business—when properly managed— 
makes it an extremely attractive area for develop- 
ment, both in Beneficial-related coverages and 
externally. Banks, other finance companies, retailers 
—virtually the entire spectrum of consumer 
lenders—represent a huge potential market for the 
Group’s credit insurance products. 1978 saw the 
establishment of many profitable relationships with 
other consumer lenders, and active efforts in this 
market continue. 


In addition, the Group’s particularly strong capital 
position enables it to be an active but highly 
selective participant in reinsurance markets, assum- 
ing profitable blocks of ordinary life business as 
well as traditional property and liability reinsurance 
risks. The mix of reinsurance risks assumed is 
carefully controlled by the Group’s staff of 


Peoples Bank & 
Trust Company of 
Wilmington, Dela- 
ware ts a wholly- 
owned subsidiary 
of Beneficial 
Corporation. 


Parliament Leas- 
ing specializes in 
the leasing of medt- 
cal and dental 
equipment. 


experienced underwriters. The property and liability 
coverages consist predominantly of commercial 
third-party liability and property coverages. Rarely 
does the Group exceed a $50,000 exposure on any 

one reinsurance risk, and generally, coverages 

are written at very high excess layers (very substan- 
tial losses would have to be incurred by the primary 
insurers before the Group’s coverage takes effect). 


A highly conservative course is maintained in 
investment holdings. The investment portfolio, 
which totaled $410.3 million at December 31, 1978, 
is comprised predominantly of municipal and 
corporate bonds. The proportionate distribution of 
investments at December 31 was as follows: 


1978 1977 
Les* Government Bonds. 5-5 -er 0.4% 120 
Municipalsbondsea ses ee D2el Se) 
Foreign Government and 
Agency, Obligations seer 6.3 Bez 
Corporate: BOndSpae se ee 20M, 24.7 
[Pineitsite) SMOEKS yoy ceaseeccess 8.0 9.0 
Commons tOCk Sane re ef 4.4 5.6 
PolicyelOal Smarr ett a peer ibs) ips) 
MOLI SAG eS meer tane ns eee eerie an 0.9 1.4 
Short lermeloldings ree ee a8) Ie) 


100.0% 100.0% 


*Chiefly commercial paper. 


Because of tax advantages for both our casualty and 
life companies, direct investments during 1978 were 
made chiefly in municipal bonds. Corporate Euro- 
dollar bonds are purchased by Beneficial Inter- 
national, our Bermuda-based company. The 
domestic companies made substantial commitments 
in preferred stocks and, on a selective basis, in 
common stocks as well. 
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Given the fixed-income orientation of the invest- 
ment portfolio, the trend to higher interest rates in 
1978 was favorable for investment income, which 
has also been benefiting significantly from the 
Group’s very strong cash flow in recent years. Net 
investment income, before capital gains and losses, 
reached $23.5 million for the year, a 38.9% gain 

over the total of $16.9 million recorded in 1977. 
Realized capital gains (net of applicable taxes) were 
$0.3 million compared to $1.2 million in 1977. 


Indicative of the steady progression in investment 
earnings, net investment income was $6.6 million in 
the fourth quarter of 1978 versus $5.0 million in the 
fourth quarter of 1977. 


Acquisition opportunities continue to be pursued, 
with efforts focusing on credit insurance and 
ordinary life companies. In January 1979, 

the Group acquired Northwestern Security Life 
Insurance Company from Northwestern Financial 
Corporation, a bank holding company based in 
Wilkesboro, North Carolina. Northwestern Security, 
chiefly a credit life and health insurer but also with 
a modest amount of ordinary life business, has 
assets of $26.4 million and 1978 written premiums 
of $14.5 million. Northwestern Security Life earned 
$1.9 million on a GAAP basis in 1978 and was 
acquired for cash of $12.8 million. The newly- 
acquired company has a strong presence in the 
marketing of credit insurance through banks and 
automobile dealers in North Carolina, South 
Carolina, and Virginia. Aided by the added strength 
of the BENICO Insurance Group, Northwestern 
Security is expected to significantly expand its 
penetration in the Southeast, which is a very 
desirable market. 


The national tele- 
cast of “SIMPLE 
GIFTS: Six Ept- 
sodes for Christ- 
mas’ was made 
possible bya grant 
from the Beneficial 
Finance System in 
cooperation with 
the Corporation 
for Public Broad- 
casting, WNET/ 
Thirteen, and other 
public television 
stations. 


Acquisition activity among life insurance companies 
increased dramatically during 1978, with the prices 
paid in many cases reaching what appeared to be 
extremely high levels. However, BENICO applies 
rigorous tests in evaluating potential acquisition 
candidates, looking always for profitable companies 
that will make a good “fit” with our existing opera- 
tions. Since dilution of the Group’s earnings stream 
will not be tolerated, price is a particularly impor- 
tant consideration in the analytical process. 
Accordingly, despite the investigation of many 
companies during 1978, Northwestern Security was 
the only one selected to join the BENICO family. 
Nevertheless, our acquisition activities continue 
unabated, with the hope and expectation that price 
and value will come into greater congruence in the 
acquisition marketplace, particularly for the dili- 
gent, patient seeker. 


In June, Beneficial American Insurance Company 
Limited was incorporated in Hamilton, Bermuda. 
This company was formed to accept in Bermuda 
both American and international reinsurance busi- 
ness. Prior to the formation of this company our 
existing Bermuda subsidiary was prohibited from 
accepting any U.S. risks. Thus, Beneficial American 
provides a vehicle to take on attractive reinsurance 
business from the United States market. 


In November, Consolidated Marine & General 
Insurance Company Limited received operating 
authorization from the United Kingdom Department 
of Trade and Industry and is already marketing 
credit-related property insurance, as well as accept- 
ing reinsurance from Lloyds and other British 
insurance syndicates. 


Beneficial Corporation’s insurance operations enter 
1979 with all the financial ingredients necessary for 
continued success—ample capital resources, highly 
profitable underwriting, and a steadily expanding 
flow of investment income. However, ranking 
equally with these factors are the abilities of the 
experienced management team. Perhaps the only 


EERE EAD, ENE ADEE 


fice aeRO, Hee E ROME AT Cte nie lt Nae 


John H. Sumin- 
ski, Vice Presi- 
dent and Gen- 
eral Counsel, 
Beneficial In- 
surance Group, 
is headquar- 
tered in Morris- 
town, N.J. 


“The July, 1977 
Johnstown, 
Pennsylvania 
flood was one 
of the worst 
disasters of the 
past decade. 
Just as the 
waters began 
to recede, we 
began to pay 
benefits to 
Beneficial 
policyholders 
to help them 
and the com- 
munity start 
over. Few in- 
surance com- 
panies did as 
much as we did 
for the people 
of Johnstown. 


” 
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cloud on the horizon is the ever-increasing burden of 
regulation. While management has attempted to 
maintain an atmosphere of cooperation with regu- 
lators, that approach has not been reciprocated in 
some states. Rather, in these cases, the confronta- 
tional spirit of an adversary relationship is fostered 
at every opportunity. But regulation has long been a 
burden for credit insurance companies, and 
management is experienced in working through the 
regulatory maze. Moreover, most regulators do not 
lose sight of the common goal of both themselves 
and all of the reputable companies in the field: 
namely, to provide consumers with this desired 

and needed coverage at a fair price. Accordingly, 
while we are not without concern, we are optimistic 
that regulation will not unduly hamper the develop- 
ment of this inherently dynamic, growing business. 
The outlook for the Beneficial Insurance Group in 
1979 and the years beyond appears excellent. 


More detailed financial information and descriptive 
data on insurance operations are contained in the 
Insurance Group financial statements of this report 
and in the separate report issued by the Insurance 
Group. Copies of the separate report will soon be 
available to all interested parties upon request to 
Mr. Kenneth J. Kircher, Vice President and 
Secretary, Beneficial Corporation, P.O. Box 911, 
Wilmington, DE 19899. 


Every member of the 
family finds products they 
want in the Spiegel catalog. 


Merchandising Division 


The Merchandising Division consists of Spiegel, Inc., 
Western Auto Supply Company, and Midland 
International Corporation. Combined net income for 
the Division declined in 1978 to $4.4 million from $7.8 
million in 1977. This decrease was recorded not- 
withstanding the fact that 1977 results were 
impacted by $12.1 million in special pretax charges 
relating primarily to extraordinary retail store 
closings at Western Auto and the closing of all the 
Spiegel catalog order stores. Profitability problems 
continue particularly severe at Western Auto and 
Midland. 


Following is a brief summary of the activities during 
1978 of each of these merchandising subsidiaries. 


Spiegel, Inc. 


Spiegel, America’s department store in print, 
features national brands, with major emphasis on 
fashion apparel, home furnishings, and accessories. 
Spiegel ranks fourth among all the catalog mer- 
chandisers in the United States in terms of sales 
volume. 


Spiegel’s Net Sales and Other Revenue declined 
1.7% in 1978, while net income fell to $6.0 million 
from $6.4 million in 1977, despite the fact that 1977 
results included a special $2.5 million pretax provi- 
sion for the closing of all the Spiegel catalog order 
stores. Spiegel’s profits were up through the nine 
months; however, the highly-important fourth- 
quarter earnings fell to $3.2 million from $4.9 million 
in 1977. Spiegel, which is primarily a soft-goods 
retailer, suffered from unseasonably mild weather 
early in the key Christmas selling season. In 
reaction to this sales softness, Spiegel adopted an 


Household textiles 
represent a signifi- 
cant portion of 
Spiegel’s sales. 


Joy Orchard, 
Assistant Vice 
President, Bene- 
ficial Interna- 
tional Insurance 
Company, is 
assigned to 
Bermuda. 


“Here in Ber- 
muda, we insure 
a great number 
of risks in the 
property and 
casualty field, 
including ships’ 
cargo. As an 
executive for 
such a rapidly 
expanding in- 
ternational 
reinsurance 
company, I feel 
that we are pro- 
viding highly 
beneficial ser- 
vices for both 
the company 
and people all 
over the world.” 
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overly cautious posture on inventory. Thus, the 
company could not fully capitalize on the strength- 
ening of sales trends that occurred very late in the 
Christmas selling season. 


Also, it should be noted that Spiegel’s sales com- 
parisons throughout the year were significantly 
hampered by the closing of the catalog order stores, 
which contributed 25.0% of total sales volume in 
1977. While this move to conduct all business by 
mail and telephone will ultimately benefit profit- 
ability, it obviously has had an initial drag effect on 
sales comparisons. 


Despite the foregoing, Spiegel made considerable 
progress in its ongoing campaign to upgrade the 
company’s image and develop a new customer base. 
Higher quality, more fashionable merchandise, and 
prestigious brand names have been introduced into 
the catalog. At the same time, the catalogs them- 
selves have been redesigned to reflect this new image 
with bolder layouts and dramatic photographs 
taken on location. The circulation patterns of 
catalog distribution have been refined, and special 
promotional mailings have been sent to a carefully 
selected list of customers. 


Credit sales for 1978 were $197.8 million, as 
compared to $194.7 million for 1977. Further prog- 
ress was made in Spiegel’s campaign to improve 

the demographics of its customer list and to change 
the buying medium from cash to Spiegel charge 
accounts and national credit cards. Credit card sales 
increased by 21.5%. This strategy lends itself to 
telephone sales, which are far more convenient than 
mail orders for most customers, and it greatly 
increases both the frequency of ordering and the 


size of the average order. Special promotions 
encouraged existing customers with good payment 
records to take fuller advantage of Spiegel’s credit 
plans. 


At year end there were 1.3 million active customer 
accounts, with an average balance of $255, compared 
to 1.3 million and $251 in 1977. Customer accounts 
receivable at the end of 1978 were $334.6 million, a 
decrease of 0.9% during the year. Accounts receiv- 
able charged off in 1978 totaled $15.9 million, a 
decrease of 8.1% from the previous year. This 
further improvement is the result of a further 
refinement of selective procedures in the granting of 
credit and of the continued improvement in 
collection efforts. 


Spiegel’s new merchandising and marketing pro- 
grams are now well in place, and 1978 sales of the 
new, upgraded merchandise lines were encouraging. 
Spiegel has made considerable progress over the 

last few years, and management is optimistic about 
future prospects. 


Another encouraging development for Spiegel in 
1978 was the establishing, entirely on its own, of $106 
million in lines of credit with major banks. Asa 
result, Beneficial’s corporate advances to Spiegel 
have been substantially reduced, with the majority 
of the advances now to Fairfax Family Fund, 
Spiegel’s consumer finance subsidiary. Fairfax, 
which makes unsecured personal loans by mail, 
enjoyed an excellent year. Receivables outstanding 
advanced 31.8% to $83.7 million at December 31. 


Western Auto Supply Company 


Like Spiegel, Western Auto is also a well-known 
name in American retailing. This nationwide chain 
conducts its operations by means of a dual distribu- 
tion system, selling merchandise at retail through 
its 459 company-owned stores and wholesale 
through 3,595 independently operated associate 
stores. 


Western Auto’s 
Western Flyer 
bicycle continues 
to be one of tts 
most successful 
products for young 
America. 


hh Atha 


dh ohh 


George Nickel, 
Regional Public 
Relations Direc- 
tor, represents 
Beneficial in 
California. 


“Back in the 
’30’s, I lobbied 
for the passage 
of consumer- 
oriented small 
loan legislation 
in California, 
Nevada and 
Hawaii. I also 
helped to de- 
velop the Na- 
tional Family 
Service Organ- 
ization and the 
National Foun- 
dation for Con- 
sumer Credit. 
We encouraged 
Beneficial man- 
agers to work 
with these 
groups, which 
help people to 
make rational 
decisions about 
their personal 
finances.” 
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In 1978, Western Auto’s net income, excluding 

Eva Gabor International, Ltd., a subsidiary, was 
$2.8 million, compared with $3.2 million in 1977. 
1977 results were after $9.6 million in special pretax 
charges taken to accrue the expense of closing 70 
retail stores and the discontinuance of selected 
merchandise lines. Excluding Eva Gabor, Net Sales 
and Other Revenue was $676.0 million, compared to 
$682.8 million in 1977, a decrease of 1.0%. 


As aresult of extensive market research, Western 
Auto is studying its marketing approach for its 
company-owned stores with a view toward empha- 
sizing automotive service, accessories and parts, 
lawn care products, and recreational items. At the 
same time, the retail stores have significantly 
reduced prices in an attempt to become more 
competitive. The resulting give-up in gross margin 
without offsetting sales increases continues to exert 
a substantial negative effect on profitability. 


Net Sales and Other Revenue from company-owned 
stores was $224.3 million in 1978, a decrease of 

6.0% from the previous year. During 1978, five 
company-owned stores were opened in new loca- 
tions, and 18 unprofitable stores were closed, 
resulting in a reduction of 13 stores. 


The products and services provided to associate 
stores, which are located primarily in non-urban 
areas, continue to improve. Additional aids are being 
developed to assist associate store owners increase 
their inventory turnover and improve profitability. 
Net Sales and Other Revenue derived from sales to 
associate stores was $451.7 million, a gain of 1.9% 
over 1977. The number of associate stores decreased 
from 3,918 to 3,595 primarily because Western Auto 
is tightening its criteria for associate stores. How- 


ever, this phase of the company’s operations remains 


basically healthy and continues to be the backbone 
of Western Auto. 


Eva Gabor International, Ltd., 82.5%-owned by 
Western Auto, achieved sales of $7.0 million, com- 
pared with $9.3 million in 1977, and earnings of 
$165,000, compared with $190,000 in 1977. Eva Gabor 
International is engaged in the importation of 
women’s and men’s wigs and hairpieces from the 
Far East. 


Midland International Corporation 


Midland is an international importing and market- 
ing organization, featuring citizens band (CB) 
radios, automotive sound products, and television 
sets. Products are imported chiefly from the 

Far East. 


Midland’s total sales were $73.0 million in 1978 
compared with $121.5 million in 1977. Profitability 
suffered from the significant decline in sales, anda 
net loss of $4.6 million was recorded in 1978 com- 
pared to a loss of $2.0 million in 1977. 


CB is the focus of Midland’s business, and the 
subsidiary’s poor showing is the result of the 
continued decline in the CB market that began in 
late 1976. Margins were also impacted by pro- 
nounced foreign exchange rate fluctuations. Sales 
and earnings were affected by the closing of the two 
divisions selling sporting goods and automotive 
tools and accessories. The closings will allow Mid- 
land to concentrate its activities in the electronics 
field. Significant personnel and facility reductions 
have accordingly taken place. 


Automotive products sold 
under Western Auto’s own 
trademark are a source of 
significant sales strength. 
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Roger J. Keane 
is President of 
First Texas 
Financial Cor- 
poration, Dallas 
—Beneficial’s 
planned major 
acquisition. 


He has hada 
distinguished 
career in fi- 
nance. His or- 
ganization is the 
second largest 
savings and 
loan company 
in the state, 
providing home 
mortgages to 
thousands of 
families. This 
important ac- 
quisition will 
serve to 
broaden Bene- 
ficial’s spec- 
trum of con- 
sumer financial 
services. 
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Midland’s experience is typical of the CB industry 
as a whole. The market is suffering from reduced 
demand and continued price depression. In the 
opinion of Midland’s management, the CB market 
has probably reached the bottom of its downward 
curve. Midland continues its dominant position in 
the industry and could benefit substantially from 
any increase in demand and concomitant rise in 
prices. 


First Texas Financial Corporation 


During 1978 Beneficial acquired a 24.1% interest in 
First Texas Financial Corporation. First Texas 
shareholders have approved the merger pursuant to 
which First Texas would become a subsidiary of 
Beneficial. The acquisition now awaits the approval 
of Federal regulatory authorities. Such approval is 
anticipated shortly. 


First Texas operates a statewide network of 57 
savings and loan branch offices in 25 cities. First 
Texas was founded in 1946 and over the years— 
through internal expansion, mergers, and acquisi- 
tions—it has grown into a major financial institu- 
tion. With over $1.5 billion in assets and 229,000 
depositors, First Texas is the second largest savings 
and loan organization in the state. 


Although First Texas encountered earnings prob- 
lems over the 1974-76 period because of difficulties 
with real estate development projects entered into 
on an equity basis, profits have recovered drama- 


Midland International 
is aleader in personal 
communications 
products. 


tically since 1976 as the equity real estate exposures 
have been substantially reduced. 1978 net income for 
First Texas totaled $10.8 million, a 32.7% gain 

over 1977. 


Texas is one of the most dynamic markets in the 
nation. Located in the very heart of the Sunbelt, the 
state’s economy has expanded at a record pace. 
Economic activity is stimulated by a moderate 
climate, bountiful natural resources, a fiscally sound 
state government and—perhaps most important of 
all—by an energetic and rapidly growing population. 


The home office of First Texas and a number of its 
branches are located in the Dallas/Fort Worth 
metroplex, the state’s largest urban area, witha 
population of over 2.6 million. Over the years, 
Dallas/Fort Worth has grown at a faster rate than 
the state as a whole. 


First Texas represents an important and very logical 
step in the broadening of Beneficial’s base as a 
financial organization. Clearly, it adds the ability to 
write first mortgages profitably. Moreover, the 
potential for marketing insurance products and 
other related financial services through First Texas 
is extremely attractive. 


FIRSTGATEXAS 


First Texas Financial 
Corporation will signifi- 
cantly broaden and 
enhance Beneficial’s range 
of financial services. 


First Texas Financial Corporation and Subsidiaries 
Condensed Statement of Condition 


 $1,366.1 


1977 


$ 44.5 
71:3 
1,190.4 
13.6 
11.6 
18.2 
16.5 


(in millions) December 31 1978 
Assets 
Gachranchwentiticates Of De nOslt ye amt aera. ae. nie te ene ey $ 48.6 
ltivestmentssecuniticsrancdi Real Statesmen eo arin oo ane ce een aera 73.4 
OaTISEReECELVaD lem NG lua eet one ture, oats ee Reh OR pele ew See ee Pa 1,349.7 
BORCCIOSCCHR GAB EOS TALC mew nar ner AuG Cn Penn AER er een 2 Mtg nee 10.4 
LOCKE rtd regO Eel UL lee OC Kare, geet eet tees en es ere er ee 13.9 
PRODeENsaNCalCUlpINel tammen cranky miei bn Sere tee ane wed eae Re Oe Lael 
Che Pane Ree en MER eR I ila do ow clnn orks hee SMa R A OTe Ee eee 52 
COtal Breet ese er aa ie ce IAL Tae RONG aya Mee te Aenea $1,528.9 
Liabilities and Stockholders’ Equity 
SAVIO SEA CCOLITL S Mamet rN x ft ca.sr etsy <i Or unto ae TRSE CURT epee $1,248.2 
/NGhWATOCES Tieetin IPMBUL Is) Ope ILM RCE oo co ugovvnnc occ odonnsonbnocusvounans 165.1 
INGE CSB AY aD CummeeR Pes rite ians this 8 witesiind (cl. Phe wm Wea Popee ta ery GENS ose ayee: 16.8 
Other ee ee Oe i ee cee ae Ss) 
‘LotaliLiabiliticseewamarret ee ee ey ee 1,455.6 
Stockholders@lquity Brees. een 8s pet ee Chae ois» Seas oes Geen ns 73.3 
TO Esa Bere re as ae hee ee SSA Le OR PORE $1,528.9 
Condensed Statement of Earnings 
REVETILIC ME err eee enh tae ce oe Runs ete we gle eaded wuldeal a cdnvus Witemamia amnaca latent $133.1 
Expenses: 
CQ) Dela lt o mene een i go cme nce Fa wigin © ss ames Gutsy ue Rye enor nee wane 
REOVISIOMBIOIMLEOSSCS MEER a Nain eeiatrhe a crs oir creiie aeane ee welts Perper ane eee 2.8 
(BORRESAESE oo. ko 6 018 oe CLD RRR NER aan EE ee ae en clones oe aio 92.7 
Ota XPCTISGS ets oes Grn ss oa or ne mine minor els es oan corer 116.7 
Earnings before Federal Income: laxes ta a ee ee 16.4 
Federal TNCOMEELAXCS Me ee ee esac Uncool chase SR oer een Nes Roltene 73.67 i 
INGESEVATINM Gg Smit Ane ales celein cs a mle eataiio wd iion ols tah doc Slaintae wm oubalanset nr $ 10.8 


$1,155.6 
106.8 
19.1 
ote. 
1,303.2 
62.9 
$1,366.1 
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General 


Quackenbush and Veasey Elected 
to Board of Directors 


On February 22, 1979 R. Donald Quackenbush and 
E. Norman Veasey were elected to the Board of 
Directors of Beneficial Corporation. 


Mr. Quackenbush is Executive Vice President- 
Insurance and a member of the Executive 
Committee of Beneficial Management Corporation. 
He is also Chairman of the Board, Benico Insurance 
Group subsidiaries. 


As to his non-Beneficial activities, Mr. Quackenbush 
is a member of the board of directors of Fidelity 
Union Trust Company, Newark, N.J. and Fidelity 
Union Trust Company N.A., Morristown, N.J. He is 
also a member of the board of directors and former 
president and chairman of the board of the Con- 
sumer Credit Insurance Association. He is a past 
member of the board of directors of the U.S. Junior 
Chamber of Commerce and past president of the 
New Jersey Jaycees. 


Mr. Veasey, an attorney, is a member of the Wilming- 
ton, Delaware law firm, Richards, Layton & Finger. 
He has served as chairman of the Delaware Board 
of Bar Examiners since 1971 and as chairman of the 
Advisory Committee on Delaware Supreme Court 
Rules since 1974. He served as chairman, Cor- 
poration Law Committee on the Delaware State Bar 
Association from 1970 to 1974. He was deputy 
attorney general and chief deputy attorney general 
for the State of Delaware from 1961 to 1963. He is 
co-chairman, Delaware Intergovernmental Task 
Force and was co-chairman of the Governor’s 
Franchise Tax Study Committee in 1974. 


Executive Changes 


At the end of 1978 Edwin M. Stokes, Vice President 
and Secretary for a number of years, retired. Mr. 
Stokes had been employed by the Company for 31 
years, starting as Associate Counsel. Effective 
October 1, 1978, Kenneth J. Kircher assumed the 
position of Vice President and Secretary. Mr. 
Kircher had been Assistant Secretary from May 25, 
1978. Previously, Mr. Kircher was employed by a 
subsidiary of the Company as Assistant Vice Presi- 
dent and Associate Counsel. Harold J. Robinson was 
promoted October 1, 1978 to Assistant Vice 
President in addition to continuing his position as 
Assistant Secretary. In January 1979, Robert R. 
Meyer joined the Company as an Assistant Control- 
ler. He was most recently employed by a large 
financial organization. 


Young People’s Annual Report 


Beneficial Corporation has just published Susan, 
Jon and the company without a factory, a colorful 
48 page Annual Report for young people. By using 
Beneficial Corporation as an example, the book 
explores ideas such as capital, retailing, services, 
credit, profits, taxes, and how companies help many 
people—customers, stockholders, and employees. 
In The company without a factory, young people 
ages ten to fifteen can read about the basic elements 
of the free enterprise system and how it works for 
America. This annual report is available for distri- 
bution to children and grandchildren of share- 
holders, debenture holders, and employees, as well 
as for use in school classes. Copies are available 
upon request to Mr. Kenneth J. Kircher, Vice 
President and Secretary, Beneficial Corporation, 
P.O. Box 911, Wilmington, DE 19899. 
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Beneficial Corporation and Consolidated Subsidiaries 
Balance Sheet 


(in thousands) —— December 31 1978 1977 
Assets 
CASNe(NOtErZ) exer sack alrite Cees Bee ee eee A Panty ah Fe es OGLE oy RSI ee nas Eee IR ee ee ae ee $ 38,334 $ 35,285 
Finance. Receivables-(Note:3) visocs orc aces oe ie ok al eee ee ero ate ete tony cee tte ee Meese 3,586,648 3,046,667 
ess. peared Pinance Charges uence ie ee omeniy aur y orotic Cat cetece tome a! peo AGRA ANh) CeO th) 
Balance of Principal of Finance Receivables! 20. oie nee ee 3) O54 Smee 2 ONL 
WesssReserve:for Possible. Credit: Losses tera ora eee oe cae te rear tare (147,836) (126,309) 
Insurance Policy and Claim Reserves Applicable to Finance Receivables ae on (126,255) (112,886) 
Net Finance. Receivables siioi0.gy-ain nk aie oie at ae Ne ele tr es eee AE an Pion ec ak eee eee ae 2,741,346 2,286,982 
Investments—-Securities (Note 4)0. 255 os ro Po ace sie cro reo eee ne es ea renee 463,900 357,487 
Receivable from Merchandising Division (Note 5 and Page 49)m..a. 0... ease ne ee TALES 138,300 
Investments—Equity in Net Assets of Non-Consolidated Subsidiaries: 
Merchandising Division (Page 49) ies 6... as erties eer erat tn een eae ee 343,809 343,878 
OUMergmsnnt Sa enone ca teeters ate te ee Peter ere er On nn iS iin domes 73,093 5,664 
349,500 349,542 
Investment—oavings and Loan Company (Note l7) =. 01. on. oe = ee ee 10,485 — 
Fixed Assets (at cost, less accumulated depreciation and amortization of 
22258 AN O21 :058.) eet elena Fee atale Fiera A en ee ee 38,992 25,922 
OLNEREASSECLSRUNOLGIO ee cerarca hs cra are cen ee Pepe oe At oc ti i eee ee 162,961 127,696 
ACS I ee ea eee ee Se en a Ran eR TAO eon re anit His candies erent 


$3,882,650 $3,321,214 


Liabilities and Shareholders’ Equity 


ShorteLerm Notes and Employee lhrift Accounts (NOtG:/ meee eee $ 520,032 $ 413,850 
Accounts Payable and Accrued Liabilities (Note 8)ee nee oe oo eee 156,570 121875 
Insurance Policy and Claim Reserves (applicable to risks other than finance receivables) ........... 108,162 88,684 
ongeLerm Wept (Note eta ee eet Eee Sheree Ce ee ene auth eee ea ee 2,211,348 1,861,731 
LOtaliLiabilities 22.0270 as Apis 8 odben te ae Onde Re ere eee 2,996,112 2,486,140 
Shareholders’ Equity (Notes 4,9, and 11): 
PHETCTLE CES LOCK eerie cere is heen ioe OUGy. LR OE ros ol ae OT BTS LR oe ea 116,909 117,294 
Common Stock (60,000 shares authorized, 22,022 and 21,924 shares issued and outstanding) ....... 22,022 21,924 
Capitals Surplus mace gis « atn.e wih a say nie shalom a Kral lg riiemeis « Oe oe Sacer en nen en ae nae 61,825 61,263 
Netaunrealized Loss onjEquity SecuriticSsu. acer se ie caer re aera ee ee (7,116) (2,919) 
Retained harmingSe won... be Sd teste ea Ogee G ueterceee: Meters oe Peer etre tem oe argo Hace : 692,898 Siro 
Total Shareholders’ Equity (05235000555 we ce ee eee 886,538 835,074 
OG cad ane ne Arena gw ee GPa a RRM hn a CM oa om diwonnareiniire, aokrawuconn $3,882,650 $3,321,214 


The Notes to Financial Statements should be considered in connection with this Balance Sheet. 
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Beneficial Corporation and Consolidated Subsidiaries 
Statement of Income 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
(in thousands ) 1978 1977 1978 1977 1976 1975 1974 
Income from Finance Division 
Revenue: 
Cansumemrimance nae eee ites ok $155,890 $131,657 $588,990 $503,874 $433,163 $381,846 $388,218 
I NSUTANC CHER ES ere ya te ace fae 53,842 38,561 180,372 136,488 103,395 78,414 64,321 
LOCA Br er cr bis ce SHS 209,732 170,218 769,362 640,362 536,558 460,260 452,539 
Expenses: 
TU CLES tree Mt ere glee ean ks 51,745 41,480 189,125 148,709 119,267 109,207 120,570 
Less Interest Income from 
Non-Consolidated Subsidiaries ... C1437) e009) (7,485) (8,126) (7,509) (11,539) (15,483) 
Tatereste(net) per ere ty en. 50,308 39,111 181,640 140,583 111,758 97,668 105,087 
Salaries and Employee Benefits ...... 34,505 30,067 132,538 115,012 99 663 89,776 90,750 
Provision for Possible Credit Losses 
(altemonsetting recoveries )ia,...... 24,823 22035 70,845 65,706 60,419 54,755 Sil las 
Insurance Benefits Provided ......... 26,223 18,435 86,672 70,403 56,873 42,340 38,581 
RCT Cee eee eM tee Ga cre che Gl ctecle 4,867 4,304 18,329 16,584 15,025 14,601 14,141 
Insurance: Conmmissignss 4742. .0..6:. 6,428 5,548 24,095 16,572 9,594 6,425 5,482 
PV CMOL ESI peer N ries lo ler cnc isi O11 4,556 17922 13,965 9,434 6,651 03271 
(Bhd aVSies ee Be oe a ee Rit 21,997 16,109 80,361 61,089 B2enLt 46,949 45,612 
FL Otal Weitere obra eee 175,662 140,665 __ 612,402 499,914 415,477 359,165 360,103 
Operating Income ..................... 34,070 29,553 156,960 140,448 121,081 101,095 92,436 
Foreign Exchange Gain (Loss) 
GIGtessit ane) Meee cee cs oe alee 202 298 (2,209) (3,299) (4,730) (6,042) Ob Realee) 
Income before Provision for 
INCOME: TAXES). as 34,272 29,851 154,751 137,149 116,351 95,053 81,219 
Provision for Income Taxes: 
UpSssand Foreism (Note 3) aches a... 12,145 12,597 56,906 52,300 42,405 37,426 30,817 
STAPCEATIOMLOCA Orie eaue eka asic nes he bo WO SPs 6,379 033.50 9,331 7,057 6,590 
POtAl Weert oh ies. oat as 13,823 13922 63,285 59,333 51,736 44 483 37,407 
Income from Finance Division ....... .. 20,449 16,129 91,466 77,816 64,615 50,570 43,812 
Income from Merchandising Division 
CPAGCIAD imine ern sche eink eo eae 1,531 213 4,356 7,841 B51 92 22,797 19,870 
Income from Savings and Loan Company 
GNOLeReanGsbage 50 iaueocers ce AOL — 2,478 — — = -— 
Income before Extraordinary Credit .... 23,437 16,342 98,300 85,657 100,407 73,367 63,682 
Extraordinary Credit (Note 15) ........ = <= SS == _— 12,109 
INGELINICOMI@ tee ary os ceils Daur 23,437 $ 16,342 $ 98,300  $ 85,657 $100,407. $ 73,367 $ 75,791 
Earnings Per Common Share—Primary 
(Note 16): 
Earnings Available for 
cee SLOC K meee ete Bea soe eee $ 22,015 $ 14,886 $$ 92,563 $ 79,444 | _$ 92,468 __ § 63,858 $ 66,259 
Average Outstanding Shares ....... 22,094 21,985 __ 272 102 See 808, 20,436 19,145 19,103 
Net Income (1974 includes 
Extraordinary Credit of $.64) .... $1.00 $67 $4.19 $3.64 $4.52 $3.34 $3.47 
Earnings Per Common Share— 
Fully-Diluted (Note 16): 
i Available for 
OMe Mi ctecia eee ohh. _ $22,187 $ 15,094 | $93,299 § 80,668 $ 99,011 _$ 71,982_$ 74,451 
Average Outstanding Shares ......._ 22,101 . 22,688 © ESE 22,686 _ 3 24,436 _ 24,451 24,479 
Net Income (1974 includes 
Extraordinary Credit of $.49) ..... $.98 __ $.67_ - $411 __ $3.56 $4.05 $2.94 $3.04 
Dividends Per Common Share .......--- $.45 _$.40 ; $1.70 _ 1 .60 $1.4375 $1.25 $1.25 


The Notes to Financial Statements should be considered in connection with this statement. 
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Beneficial Corporation and Consolidated Subsidiaries 
Management’s Discussion and Analysis of the Statement of Income 


The Statement of Income is included in a form to satisfy the 
requirement for a Summary of Operations; Management’s 
Discussion and Analysis, consequently, pertains to the 
Statement of Income. 


Consumer finance revenue increased $85 million (17% ) in 1978 
and $71 million (16%) in 1977. The gain for 1978 occurred pri- 
marily because average finance receivables were 18% higher 
than in the previous year. In addition, collections were slightly 
higher in 1978 than in 1977. The gain in 1977 was principally 
attributable to an 18% increase over 1976 in average finance 
receivables. 


Insurance revenues increased $44 million (32%) in 1978 asa 
result of higher earned premiums and investment income. 
About two-thirds of the premium gain was in property and 
liability lines with the remainder contributed by life and 
accident and health. The $33 million (32%) increase in 1977 
insurance revenues resulted principally from higher levels of 
non-credit related accident and health and property and 
liability reinsurance assumed. Investment income increased 
$7 million in 1978 and $5 million in 1977, due primarily, in both 
years, to the higher levels of investments generated by the 
higher volume mentioned above. 


About $29 million of the $41 million (28% ) increase in Interest 
Expense in 1978 occurred because of increased borrowings re- 
quired for the higher level of receivables. The balance of the 
increase was due to higher average interest rates (7.93% in 
1978 versus 7.39% in 1977). The $29 million increase in 1977 
Interest Expense is almost all due to increased borrowings 
needed to finance the increase in receivables in that year. 


The principal cause of the $17 million (15%) increase in 
Salaries and Employee Benefits in 1978 was inflation-generated 
higher salary levels and employee benefit costs. In addition, a 
greater number of employees was needed to handle the in- 
creased volume in consumer finance offices and in insurance 
operations. The 1977 increase reflected these factors as well as 
the effect of an increased number of consumer finance offices. 


Provision for Possible Credit Losses increased $5 million in 
1978, an increase of 8%. The increase was primarily due to the 
higher level of Finance Receivables and an increase in charge- 
offs of receivables considered uncollectible. However, charge- 
offs as a percentage of receivables declined to 1.57% of 
average monthly balances from 1.74% in 1977. The increase in 
1977 was $5 million. The percentage increase of 9% in 1977 
was less than the percentage increase in average Finance 
Receivables primarily because of a reduction in 1977 in the 
Reserve for Possible Credit Losses as a percentage of Finance 
Receivables and the decline in the percentage of charge-offs 
to average monthly balances. 


B2 


Although Insurance Benefits Provided increased $16 million 
in 1978 and $13 million in 1977, the increases were less than 
the increased volume of business because of more favorable 
loss experience. 


Rent Expense increased $2 million in 1978 and in 1977, in- 
creases of 11% and 10% respectively. The increases resulted 
both from the larger number of consumer finance offices 
operated and inflation-caused higher occupancy costs. 


The $7 million increase in Insurance Commissions in both 
1978 (45%) and 1977 (73%) reflects commissions paid for 
larger amounts of non-affiliated reinsurance business. 


Advertising increased $4 million in 1978 and $5 million in 
1977. These increases of 28% and 48% respectively resulted 
from going into additional markets and expanded media use, 
which were accompanied by higher radio, television, and print 
media rates. Increases in Other Expenses of $19 million in 
1978 and $8 million in 1977 resulted from rising costs relating 
to growth in consumer finance operations. The comparative 
percentage increases of 31% in 1978 and 16% in 1977 also re- 
flect escalating inflation in operating costs. 


The Foreign Exchange Losses of $2 million in 1978 and $3 
million in 1977 resulted primarily from the decline in the value 
of the Canadian dollar. 


Changes in Provision for U.S. and Foreign Income Taxes are 
explained in Note 13, Page 38. 


Just over $11 million of the increase in Finance Division in- 
come of $14 million in 1978 emanated from the Insurance 
Group (improved underwriting results and investment in- 
come). Over $9 million of the 1977 $13 million gain was at- 
tributable to the Insurance Group. The remainder of the gains 
in both years was generated by the consumer finance 
business. 


Additional information on the Finance Division is given in the 
Financial section on Page 5, in the Consumer Finance section 

on Page 10, the Insurance Group section on Page 16, and the 
Reserve for Possible Credit Losses section on Page 14. 


Income from Merchandising Division is discussed and 
analyzed on Page 51. 


Beneficial Corporation and Consolidated Subsidiaries 
Statement of Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 = Years Ended December 31 
(in thousands ) 1978 1977 melo7s 1977 1976 1975 1974 
Balance, Beginning of Period ........... $680,197 $630,837 $637,512 $592 842 $529 842 $489 827 $447,351 
INGE INCOME: Mahe s oa eee ee 23,437 16,342 98,300 85,657 100,407 73,367 75,791 
LOtal Perret es ok ee es 703,634 647,179 735,812 678 499 630,249 563,194 523,142 
Dividends on Capital Stock: 
Rreterrc CMe ein ee Ok ae 912 939 5,810 6,403 7,445 9,596 9,626 
COMMNOIN songedes nao ne ee ae 9,824 8,728 ; 37,104 34,584 29,962 23,756 23,689 
Total Dividends ............... 10,736 9 667 42,914 40,987 37,407 38) 5? Boro 
Balance, End of Period ................ $692,898 $637,512 $692,898 $637,512 $592,842 $529 842 $489 827 
Statement of Capital Surplus 
+% (Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
(in thousands) . les 1977 1978 1977 1976 1975 1974 
Balance, Beginning of Period ........... $61,671 $50,585 $61,263 $48,952 $40,141 $39,658 $39,180 


Excess of stated value of $5.50 Dividend 

Cumulative Convertible Preferred 

Stock over par value of Company 

Common Stock issued upon conversion 89 42 291 447 8,587 118 234 
Excess of stated value of $4.30 Dividend 

Cumulative Preferred Stock over par 

value of Company Common Stock 

is sleOrpOncOMmversiOtlurer, a: a6 sean — 10,570 — RS 5 3 = 
Excess of face amount of Spiegel 

Subordinated Debentures over par 

and stated values of Company 


capital stock issued in exchange ...... — — — — — 164 22 
Miscellaneous ..... ay ae ee 65 66 : 265 285 e212 198 _ 225 
Balance, End of Period ................ $61,825 $61,263 $61,825 $61,263 $48,952 $40,141 $39,658 


The Notes to Financial Statements should be considered in connection with the above statements. 
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Beneficial Corporation and Consolidated Subsidiaries 


Statement of Changes in Financial Position 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
(in thousands) 1978 1977 1978 1977 1976 1975 1974 
Source of Funds 
Operations: 
Income before extraordinary credit .. $ 23,437 $ 16,342 $ 98300 $ 85,657 $ 100,407 $ 73,367 $ 63,682 
Non-cash charges (credits) to income: 
Provision for possible credit losses 
(before offsetting recoveries) 2.-. 27,186 24,545 78,781 72,944 66,820 60,221 56,214 
Increase (decrease) in unpaid 
EXDCNSeES were ew hte ret Aenee (9,383)  CLONS) 11,346 9,639 (1,679) 302 185 
Increase in insurance reserves ..... 19,010 18,455 32,847 59,908 26,555 29,090 21,060 
Depreciation, amortization, 
Wala Wey da(cierae, © ahha eh enynne tens on 2,119 1,864 8,090 6,763 6,256 6,400 5,858 
Unrealized foreign exchange loss 
GANDY clef eh scrape ect erne gia ght ot cere (Bil2) (769) 1,701 (3,805) {5769 3,669 9,744 
Detennecdsincomentaxcs men rire 1,256 DESO 2,609 Byfstal/ (1,395) (3,902) 17,925 
Undistributed net loss (income) of 
non-consolidated companies ..... ‘1,345 3,847 (2,379) (3,978) (IL ALS (14,892) (19,166) 
Funds provided by operations .. 64,708 59,538 231205 Jed Nels 187,018 157,455 1553502 
EX raordinabyecrecitv NOt: 15) meee: — — — — — — 12,109 
Collections of principal on finance 
GECCLVAD]CSae rr Sweet teeter ne ree ie 358,435 267,298 1,423,274 1,184,643 1,014,213 900,353 927,655 
Short-term notes and employee thrift 
accounts—net increase (decrease) ... 217,915 38,899 106,182 112,433 (7,663) 19,183 24 298 
Increase (decrease) in accounts payable 10,835 12,929 23,349 16,312 (14,640) 40,915 (6,032) 
MOnorteriniCeDLaSSUcG same sare 3,999 155,649 392,074 494 846 290,545 SI OR2 103,945 
Ober inoaen: een eadisaw Sr ess Le dede Ore (225932 ae (16,1 35))ay| Mee) (34,061) 2,407 12,487 (2,126) 
= sa, $633,360 $518,178 | $2,124,227 $2,007,158 $1,471,880 $1,169,765 $1,215,351 
Application of Funds 
Newslines lemtito customers = eee $604,463 $412,470 $1,942,183 $1,488,341 $1,253,408 $ 975,777 $1,065,317 
Principal balance of finance receivables 
DULCK ASS SUN emer Teneo erro aS 5,162 6,035 36,659 202,971 90,471 47,512 4,158 
Increase (decrease) in investments— 
securities (at carrying amount) ...... 3,881 23,741 106,413 105,547 (24,757) 127,492 48 403 
Wonetehi CeO tna lcm a ante ies 1 49,987 35,992 120,848 155,035 41,877 103,449 
Advances to Merchandising Division— 
net imerease, (decrease) sa tie ae 6,648 16,278 (61,168) 48,464 (39,684) (56,245) (39,291) 
Purchase of interest in savings and 
LOaneCOMIpally mers ware eeeee ene 2,469 — 21,234 — — — — 
Dividendsion capitalistock  enueese ss oes eee Om 9,667 42,914 40,987 37,407 33,352 33,315 
$633,360 $518,178 $2,124,227 $2,007,158 $1,471,880 $1,169,765 $1,215,351 


The Notes to Financial Statements should be considered in connection with this statement. 
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Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements 


1. Summary of Significant Accounting Principles 
and Practices 


a) Examination of Financial Statements. The financial state- 
ments presented herein are prepared from the books and 
records of the companies. Audits are made as of June 30 and 
December 31 by independent Certified Public Accountants. 


b) Basis of Consolidation. The consolidated financial state- 
ments include, after intercompany eliminations, the accounts 
of all significant subsidiaries except those comprising the 
Merchandising Division, which are included on the equity 
method. Financial statements for the Merchandising Division 
are shown on Pages 48 through 58. The Company’s investment 
in First Texas Financial Corporation is also included on the 
equity method (see Note 17 for further information). Certain 
prior year accounts have been reclassified to conform with 
1978 presentation. 


c) Finance Operations. The financial statements, with the 
exception of ‘“Revenue—Consumer Finance,” are prepared on 
the accrual basis. 


Unearned finance charges generally are taken into income as 
earned and collected under the Rule of 78ths method. Income 
from interest-bearing direct cash loans is taken into income 
as collected. 


Receivables considered uncollectible or to require dispro- 
portionate collection costs are charged monthly to the 
Reserve for Possible Credit Losses, but collection efforts 
generally are continued. 


d) Insurance Operations. Insurance subsidiaries are engaged 
primarily in credit life, credit accident and health, and prop- 
erty and liability insurance. 


The financial statements of all insurance subsidiaries are 
prepared in conformity with generally accepted accounting 
principles. 


Insurance policy acquisition costs are deferred and amortized 
over the lives of the policies in relation to earned premium. 


Premiums on credit life and credit accident and health insur- 
ance are generally taken into income as earned under the 
Rule of 78ths. Premiums on property and liability insurance 
are taken into income on the straight-line method. 


e) Valuation of Investments—Securities. Debt securities are 
carried at amortized cost. Equity securities (substantially all 
marketable) generally are carried at market value. The carry- 
ing amount of marketable equity securities is adjusted from 
cost to market value through a valuation allowance, the 
change in which, after deferred income taxes, is not reflected 
in Net Income but directly in Shareholders’ Equity. (See 
Note 4.) 


f) Translation of Foreign Currencies. Assets, including im- 
material amounts of fixed assets and related accumulated 
depreciation and amortization, and liabilities in foreign cur- 
rencies (principally Canadian) are translated to U.S. dollar 
equivalents at the market rates at each Balance Sheet date. 
Translation of foreign operating results is at the average 
market rates for each period covered by the Statement of 
Income. The net gain or loss is credited or charged to income. 


2. Cash 

Cash at December 31 consists of the following: a 
(in Peteende: foppubieie ae 1978. - 1977 
On Hand and Unrestricted Deposits ..... $3,721 $ 591 
Compensating Balances ................ 34,613 34,694 


of 10% of the bank line of credit or 20% of actual borrowings. 
The use of lines of credit is periodically rotated among banks. 
(See Note 7.) 


3. Finance Receivables 


The amount of and maximum term in months (from origina- 
tion) of Finance Receivables at December 31 are as follows: 


Maximum 

: a _____ Amount _Term 
1978 1977 = 1978 1977 

(in millions) (months) 


Direct Cash Loans: 
Dollar-cost 
Interest-bearing Ese Dee: e 


$2,288 $2,097 180 120 
_9il 720180 180 


ALL OaAnS Ween, aera ere SIO = Qs y 
Bank Credit Card Receivables .. 65 3 36 =. 36 
IeaScaRecelvab lesa eee 28 7 84 =660 
Sales Finance Contractsia anc: 295 220 60 60 


Total Finance Receivables erent $3,047 


Scheduled contractual payments of Finance Receivables, ex- 


cluding bank credit card receivables, to be received after 
December 31, 1978 are as follows: 


Be- 
‘ 1979 1980 1981 1982 yond 
Direct Cash Loans: 
Dollanccos tan 44% 32% 17% 5% 2% 
Interest-bearing ...... 30 23 18 14 15 
All coansSa nea 40 29 14 8 6 
Lease Receivables ...... 24 24 We 20 10 
Sales Finance Contracts. 69 24 6 1 = 
Total Finance 
Receivables ..... 42 29 16 i 6 


The above tabulation of scheduled contractual payments is 
not a forecast of collections. Collections of principal on 
Finance Receivables amounted to $1,423.3 million for 1978 and 
$1,184.6 million for 1977. 


The percentage of monthly cash principal collections to aver- 
age monthly balances was 4.43% for 1978 and 4.34% for 1977. 
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Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (continued ) 


4. Investments—Securities 


Except for temporary and miscellaneous investments of the 
Beneficial Finance System, $53.8 million in 1978 and $50.1 mil- 
lion in 1977 (at amortized cost), these are held by the 
insurance subsidiaries as long-term investments. Equity 
securities had a cost of $57.8 million at December 31, 1978 and 
$47.8 million at December 31, 1977. 


Investments—Securities at December 31 consist of the 
following: 


rica 1977 
Carry- Carry- 
ing Market ing Market 
(in millions) Amount Value Amount Value 
Debt Securities: 
Certificates of Deposit. $12.1 $121 $ 48 $ 48 
Commercial Papers... Hr 19.3 10.9 10.9 
U.S. Government 
Obligations 3.8 3.6 5.0 49 
Foreign Government 
and Agency 
ObligationS# sees 64.8 63.8 44.8 44.9 
Municipal Bonds ..... 218.4 208.8 161.9 170.6 
Convertible Bonds .... 21.6 20.4 jes 2 lan 
Non-Convertible Bonds 64.2 See DSa/ 6 
Other eee Fe eis 2.) 0 9.0 
mot ; mu 413.2 396.3 312.6 319.4 
Equity Securities: 
Preterredss tock smn B 2a B2ei 20 le) 
Convertible Preferred 
St0cks tsa tae 0.7 0.7 0.7 0.7 
_Common Stocks ...... We Wee. pl ee? 
eae SOF SUM Gb 44.9 

Total Investments— 

_Secuiitics era $463.9 $447.0 $357.5 $364.3 
Net Unrealized Loss on Equity Securities, shown in the 
Balance Sheet at December 31 as part of Shareholders’ 
Equity, is as follows: 

(in millions) 1978 1977 
Gross Unnealizedsleossesma in ata ane oe) $3.8 
Less Gross Unrealized (SEMIS micclo cot os ie oer ce A) A) 
Net Unrealized Loss = iys s.r eet $7.1 «$2.9 


Realized gains and losses, determined on the specific cost 
identification basis, are not material. 
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5. Receivable from Merchandising Division 

Of this amount at December 31, 1978 and 1977, $67.7 million 
and $50.0 million are receivable from Fairfax Family Fund, 
Inc., aconsumer loan subsidiary of Spiegel, Inc. 

6. Other Assets 


At December 31 these consist of the following: 


(in thousands) 1978 1977 
Accrued Interest on Investments ...... $ 10,552 $ 8,349 
Deferred Income Tax Benefits......... 7,585 9,020 
Excess Cost of Common Stock of 
Subsidiaries ersec cms ee eee ee 41,338 30,564 
Insurance Premiums Receivable ...... 35,902 22,778 
Unamortized Insurance 
Policy Acquisition COstSs eee 26,506 22,406 
Unamortized Long-Term Debt Expense 15,146 14,078 
Other ee ee ee 25,932 20,501 
otaleOthermeA\SSetsmen see $162,961 $127,696 


The only portion of Excess Cost of Common Stock that is 
being amortized in significant amount relates to the invest- 
ment in First Texas Financial Corporation, which is being 
amortized over 40 years. 


7. Short-Term Notes and Employee Thrift Accounts 


At December 31 these consist of the following: 


ee 


(in thousands) 1978 
Banks: 

[EimeroteGrecditeleoan Sane $190,137 $143,492 
DemancdsMastemNOtCh === = 9,742 9,084 
199,879 (527516 
Cominercial) Papeete tee 278,990 222,695 
Motaleshouilerns NOtCS sr 478,869 SS AMI 
Pinployces bret A CcOULtS seen ere 41,163 38,579 


TOtaleett ie a ee ... $520,032 $413,850 


Data for Short-Term Notes for the years ended 
December 31 are: 


1978 1977 


(in thousands) 
Maximum amount at any monthend .. $478,869 $513,879 
Dailysaverage amount ae ee ee nee $254,653 $361,644 
Average interest rate (actual interest 
expense divided by daily average 
amount): : 
Use dollacsDOLLOWID0S a aaa eae 8.44% 6.06% 
Foreign currency borrowings ...... 9.07 10.38 
Overall Pee court eee nrc eneee 


8.71 7.01 


The average interest rates on Short-Term Notes outstanding 


at December 31, without giving effect to compensating 


balances at banks, and maturities are as follows: 


Pe ao: 1978 1977 
Average Interest Rates: ee 7 je 
Banks: 
UESedollarss(ateprime)e.....00e 0. 11.89% 7.86% 
PORCICUECULTCICICS aimee arts «as. 8.68 TOF 
OVC a ll amr nora tre. fn 10.70 7.63 
Demand Master Note (varies with 
prevailing money market rates) ..... 10.25 6.95 
Commercial Paper (varies with 
prevailing money market rates): 
CO) EAL Suet I ae rae ok oe Sy 10232 6.66 
IBOVELE MECULECNCICS mee. nye 5 ep Bion sen 1037 9.86 
OXGIEMD oop bio cays Omi a eae 10.33 7.43 
Maturities (in days): 
USERS: «5 2 gro ee 1-365 1-365 
Se OMIMe Lig Lea pe lamers. qari. ses 15-210 20-210 
At December 31 bank lines of credit are as follows: 
(in thousands) 1978 1977 
"AOR SOS ocak Ao re $190,137 $143,492 
Unused Portion Pie se IS Sip ae 298,969 f 323,706 
MO aU inesw a sa _.+. $489,106 $467,198 
8. Accounts Payable and Accrued Liabilities 
At December 31 these consist of the following: 
(in thousands) 1978 1977 
INGERUCCLICCKCS emt eteE wey cet e a. ee $ 42,282 $ 33,309 
MealeighkeCSCLVeSueee eee eee sats 16,244 14,249 
MEST SEL AVA DIC tee tee cy ie aco son eo 16,189 15,501 
Mic OinesLaxes PAVADIC tatu: eee sw. 2,681 12,619 
insurance Premiums Payable ......... 46,519 20,826 
Minority Interest in Subsidiaries ...... 623 4,588 
ONVNSTY a spc Car oar a ae 32,0325 20,783 
Total Accounts Payable and 
Accrued MIAOLITIeS tenes we $156,570. $121,875 


9. Long-Term Debt and Surplus Restrictions 


Long-term debt outstanding at December 31 is as follows: 


(in thousands) 1978 1977 
By Currency: 
UnitedsStates = eee $2,014,295(a $1,680,102(a 
AUStralianie see 41,938 37,396 
British (oe eee 4,080 3,840 
Canadiana eee 121,754 132,038 
SWISS. cree ne eee 6,240 5,018 
WieSitiNG Cilia 23,041 Broo 
Total Long-Term Debt .. $2,211,348 $1,861,731 
By Maturity: 
LOTS ae eee eee ee $ -- $ 35,897 
1970p ee ee ee eee 195,574 195,825 
RTO Merete the Sic. ore Gia omic omtorae 130,649(b 129,683(b 
198] &., eee ae eee eee 81,155 19,397 
1982 vA ot. Oe 55> See eee ee 8,927 5,620 
1983 reine ei SR ease oe 151,149 150,000 
1984-88 Next eee eee 616,749(c 238,072(c 
1989-93 ee een Ree eee eres 323,145(d 323 237(d 
1904-9 See Cera oer ae 254,000(e 254,000(e 
1999-2003 oe eee ere 300,000 300,000 
2004-200 7eeeeee eet err 150,000 150,000 
Total Long-Term Debt .. $2,211,348 $1,861,731 
Includes subordinated debt 
as follows: 
2.) gah the xcnt Ae, Acie Moan ore $100,000 $100,000 
bb): 2teR.ch eee ee ee 50,000 50,000 
C)) Sa a eran 2 5,000 5,000 
C2) et ee ee ana 25,000 25,000 
(oh ER at Re ee oe 20,000 20,000 
Weighted Average Annual 
Interest Rate on 
Debt Outstanding 
Bie IEG OI WEBI 5505500000 7.56% 7.40% 


Certain of the indentures and agreements relating to the 
Company’s long-term debt contain covenants restricting pay- 
ment of dividends (other than stock dividends) and the 
purchase and retirement of the Company’s capital stock. At 
December 31, 1978 and 1977 the amounts of all unrestricted 
Surplus (Capital Surplus and Retained Earnings), under the 
most restrictive of these covenants, are approximately $240 
million and $298 million. 
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Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (continued ) 


10. Foreign Operations 


After translation to U.S. dollar equivalents, assets, liabilities, 
and net assets denominated in foreign currencies at 
December 31 and operating income, foreign exchange loss, 
and net income from operations in foreign countries for the 
years then ended are: 


(in millions) 1978 1977 
INSTI ge ke oe .. $489.2 $410.8 
JHE TNNE CS: pogeconen boas Oroumee ernie ety 
Net Assets . USio BRAC eae ok $ ome $85.7 
Operating lncOmergr as heer ne eee $10.4 $22. 
Foreign Exchange Gain (Loss)* ........ (5.4) (11.3) 
Net Income from Operations in 

micrerem Counties aoe ea eye end — $10.8 


*After income taxes. 


Foreign Exchange Gain (Loss) on a consolidated basis is 
as follows: 


1978 1977, 


(in millions) 

Domestic operations .................0. $10.2: $10.0 

DOUCICMGDECLAUONSMerer ee ae eet (124) (13.3) 

GA. ee ees (2.2) (3.3) 

ILESS EIA! MANCOMNE TEKS. cock ovsocunooce 0.6 (23) 

Foreign Exchange Gain (Loss) ; : . 
AaklemLelatecdsincOmeytaxcSm iar $(2.8) $(1.0) 


11. Capital Stock 


At December 31 the number of shares of capital stock 
is as follows: 
Issued and Oustanding 


1978 197 
Preferred Stock—no par value 
(issuable in series). 
ANumlavonrivzeal, SOOMWWO .ccccace None None 
5% Cumulative Preferred 
Stock—$50 par value. 
AUCNOLIZeEO BOS SU een ee 407,718(a 407,718(a 
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Issued and Oustanding 


1978 jaa! 


$5.50 Dividend Cumulative 
Convertible Preferred Stock 
—no par value—$20 stated 
value (each share converti- 
ble into 4.5 shares of Com- 
mon; maximum liquidation 
value, $12,337,000 and 
$14,259,400). Authorized, 
1164077 Re ee eee 
$4.50 Dividend Cumulative 
Preferred Stock—$100 par 
value. Authorized, 103,976 .. 
$4.30 Dividend Cumulative 
Preferred Stock—no par 
value—$100 stated value. 
Authorized, 1,069,204....... 
Common Stock—$1 par value. 
Authorized,60,000,000 ...... 


After deducting treasury 


123.320 142,594 


103,976 103,976 


836,585 836,585 


22,021,691(b 21,923,975(b 


shares: 
FW i pero are a rarer gears 178,012 178,012 
Jo) eae wey ak nk 5 ee Roe oe 4,806,225 4 817,456 


Of the authorized shares shown above as of December 31, 
1978, 555,165 shares of Common are issuable upon conversion 
of $5.50 Preferred. 


12. Employee Retirement Plans 


Substantially all employees of the Company and consolidated 
subsidiaries are covered by one or more of several retire- 
ment plans. The plans are fully funded. Total expense of the 
plans was $4.4 million for 1978 and $3.6 million for 1977. 


13. U.S. and Foreign Taxes on Income 


The Company files a consolidated U.S. federal income tax re- 
turn with all eligible subsidiaries, including the eligible mer- 
chandising subsidiaries. The Provision for U.S. and Foreign 
Income Taxes for the Finance Division is comprised of: 


(in thousands ) 1978 1977 
United States: | j 
Curren tine eee ea eee eee $46,816 $41,274 
Deferred Me te ee tn err rie eee 4,918 3,962 
‘Total US ue eee ee ene! loi ol (34a 30 
Foreign: ee a ia 
Currents ete Oe ee eee 7,481 5,169 
Deferred nese ere eee (2,309) 1,895 
‘Total Foreign ............. ieee Be 7,064 
Total, tae eee eh 6 CUCM SOE00 


Deferred taxes result from timing differences in the recogni- 
tion of income and expense for tax and financial statement 
purposes. Charges (credits) to Provision for U.S. and Foreign 
Income Taxes—Deferred relate to: 


(in thousands) 1978 O77, 
Differences between cash and 

ACTUAL DASIS Merrie 5 PO oe sw ie $(1,161) $1,149 
Esurance Benents Provided’. «.:........ (CN) (878) 
Insurance Policy Acquisition Costs...... 1,438 2,630 
Unrealized Foreign Exchange Gain (Loss) 3,534 DMG 
COTW ESS oct 2 ae art nO ai aE ee (690) 437 


$ 2,609 $5,857 


A reconciliation between the expected and the effective U.S. 
and foreign tax rates on Finance Division Income before 
Provision for Income Taxes follows: 


1978 1977 
48.0% 48.0% 


benected Tax Rate) 2 ein. .....- ss.. 


Increases (Decreases) in Tax Rate 
Resulting from: 


Income of insurance subsidiaries taxed 


POV eIBCIreCLIVesT ALCS ett ih a. (8.9) (7.9) 
State and local income taxes .......... (2.0) (2259) 
Unrealized and untaxed foreign 

exchanvercainsiand |OSSCS jeaun ae 246. 1.8 3.0 
Application of foreign tax 

CLC L mee eee Rr PAT yer stake neta (1.7) Cid) 
(VIVRE: gens eR eee ea ee (0.4) (1:9) 

CCUVCELAX® ALC UMEE len senccksu.le ces,» s 36.8% 38.1% 


U.S. income taxes generally have not been provided on re- 
tained earnings of foreign subsidiaries, as such retained 
earnings are expected to be permanently invested in foreign 
countries. 


14. Leases 


Real estate leases total 1,950 and generally have an original 
term of five years with renewal option for a like term. Data 
processing equipment lease terms range from one to seven 
years and generally are renewable. The minimum rental 
commitments under non-cancelable leases at December 
31, 1978 are as follows: 


(in millions) 


Sis) CRE Fs, reel Ss es os see 9 8 We eat ec $12.6 
ER 2 2, ang SONS ORR ee Oe eee 10.2 
LOS ae Matt free Os cite anes ae a ere oi. 
ORE os ae elles Ee Sache DORIC Re SET aE nee Cece a ror ea oh 
EE oo oa 5 eo ast tars Be hea Roe) CURIA aE 2h 
NO SARE URLS OS Meet ete hee eh ceed er tr chanel U neers 4.3 
MHL CALLE Gamemmtin ticr cr tears ha mere. 21 temic eee ee hod 

Lota Meme iin Mec ce a ne eaters eee oo ie 


15. 1974 Extraordinary Credit 


In October 1974 a non-consolidated 79.9% owned subsidiary, 
whose operations in prior years were not significant, sold 
64,000 acres of undeveloped land in Florida. Beneficial 
Corporation’s portion of the gain, after taxes of $5.2 million 
at capital gain rates, was $12.1 million. 


16. Earnings Per Common Share 


Primary Earnings per Common Share is computed on basis 
of average shares outstanding and equivalents thereof after 
deducting dividend requirements on Preferred Stocks. None 
of the Preferred Stocks are common stock equivalents. 


Fully-diluted Earnings per Common Share is computed on 
same basis as above except that average shares outstanding 
include those that would result from conversion of $5.50 
Preferred Stock and, prior to the expiration of the conversion 
period on October 31, 1977, $4.30 Preferred Stock, and 
preferred dividend requirements on only non-convertible 
issues are deducted. 


17. Investment in Savings and Loan Company 


The Company and First Texas Financial Corporation have 
entered into a definitive agreement of merger under which 
First Texas will become a Beneficial subsidiary. Substantially 
all requisites have been completed except for approval by 
federal regulatory authorities. First Texas, a savings and loan 
holding company with assets of $1.5 billion, operates 55 offices 
throughout Texas. 


Beneficial currently owns 24.1% of the outstanding stock of 
First Texas, acquired in 1978 at an aggregate cost of $21 mil- 
lion. Should the merger be consummated, the cost of acquir- 
ing the remaining shares will be approximately $71 million. 
The carrying amount of the investment as shown in the Bal- 
ance Sheet is based upon the purchase method of accounting. 


Net income of First Texas for the years ended December 31 
was $10.8 million for 1978 and $8.2 million for 1977. 


Income from Savings and Loan Company consists of equity 
in net income of First Texas of $1.7 million plus $0.8 million 
representing the effect of purchase accounting adjustments. 
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Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (continued ) 


18. Information about Operations in 
Different Geographic Areas 


Information about the operations in different geographic 


areas of the Finance Division for the years ended December 


31 and assets of the Company and consolidated subsidiaries 
at December 31 is as follows: 


1978 United Other Elimi- Consoli- 
(in thousands ) States Canada Foreign nations dated 
Reventeinomaeumatnirared’ Customer Smt it tien itn $ 644,169 $ 51,360 oF OL $ 769,150 
Transters among Geographic Areas (i sastee es te ees 13,549 $( 13,549) 

DSUs rowenta bio. Peigichans dicts Skeets in Blot rclactels eo $ 657,718 $ alos havoro | $(13,549) $ 769,150 
OperatingyProut cee tee ee et tt eee eer Pals 252 52a el 04 $ 14,559 $ 162,805 
Foreten Exchange Gain (LOSS ieee wane eerie re eee rae $ 10,221 $(14,418) $ 1,988 (2,209) 
Equity in Net Income of Non-Consolidated Subsidiaries ..... 212 
General Corporate Expenses Fees Ae Ries aaah Sede ences 7 (6,057) 
Income SHOES IPROWNGIOM Or MiMCOMNE IWEGS 2concccdeasovove $ 154,751 
Identifiable Assets at December 3151978 Orc seh reek eee eee $2,907,047 $224,421 $352,371 $(93,426) $3,390,413 
Investments in and Advances to Non-Consolidated —= . > = 

SUDSIGIA TICS ge see ten yes tas ins Ls) Uae ay 471,724 
COTPOrate nA SScIS sma ee rer er itt eee ee ZO 13 
Total Assets at December 31, 1978 ee een heh Nee $3,882,650 
1977 
(in thousands ) 

Revenue from Unaffiliated Customers ...........- 2.000000. $ 531,523 $ 52,769 $ 55,783 $ 640,075 
Imansterseaione Geosra phiclALeds unm mre en mcr rer 8,371 — $ (8,371) 

Ota ge tet tae ce be ae Raia ten tn tet eee oe $ 539,894 $52,769 —$ 55,783 $ (8,371) $ 640,075 
Operatinge Pron tee. ook... Sr eee eee tee eee $ 108,653 $ 20,820 = $ 15,183 $ 144,656 
Foreign Exchange Gain (Loss) .. Pe ane Cio cage | aos $ 10,032 5 $(14,259) § 928 (3,299) 
Equity in Net Income of Non-Consolidated Subsidiaries ..... 287 
General Corporate. EX pcrises my aanee tt ee ee eee ene (4,495) 
Income Before Provision for Income Taxes . eas aU eee $ 137,149 
Identifiable Assets at December Syl eee Seebasiahara B86 $2,385,916 $234,801 $234,865 $ (63,526) $2,792,056 
Investments in and Advances to Non-Consolidated as ; . we : 

SUubSid1 aT CSaae aed tee ea ey ee ne pk Re eee 509,362 
Corporates Assetsatan Ret: ice Stasis the eine eg Oe 7 19,796 
hovel Asses ail IDecemnloeir Sil, WOW cc ccc cancuuscnsuvauocdccove $3,321,214 


Amounts eliminated among geographic areas consist of 
interest and service fees paid to U.S. affiliates. Operating 
profit is total revenue less operating expenses (including 
interest expense), but before foreign exchange gain (loss), 
equity in net income of non-consolidated subsidiaries, 
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general corporate expenses, and provision for income taxes. 


Identifiable assets are those assets identified with the opera- 
tions in each geographic area. Corporate assets are 
principally cash. 


19. Information about Industry Operations 
of the Finance Division 


Information about industry operations of the Finance Company and consolidated subsidiaries at December 31 
Division for the years ended December 31 and assets of the is as follows: 


1978 
(in thousands) Finance Insurance Eliminations Consolidated 
Revenue from Unaffiliated Customers ...................... $ 588,990 —- $180,372 $ 769,362 
ere I SCPINCUIMREVENUCs: (2 nos hiss i adi. swe eee anole 9692 25 Sie BVA 
IOWA). ~- eg cco RnR eae eat aise a eles $ 598,682 $180,397 SO Alby $ 769,362 

“Des Ee TI seen cae eee $ 112,962 $ 49,843 $ 162,805. 
Bercion exchange Gain (LOSS)... 0.0.02 00-4000. Bia ¢ $ (3,424) us LS (2,209) 
Equity in Net Income of Non-Consolidated Subsidiaries ..... ; 212 
Petiei COL DOrALCIE XPCNSS ye iiss Gis Gh sieec kes cede ween (6,057) 
Pncome perore,Erovisionitor Income Taxes «2% 4.25... 2-.6.0. iS IPSyAb Sil 
ldentiniable Assets'at December 31,1978 >. 2..........-0..... $3,032,379 $492,764 $( 134,730) $3,390,413. 
Investments In and Advances to Non-Consolidated ; oer 

ST See ME WTSSY os oe Se Bien Gee ee 471,724 
OLA CIASSClS Mem ON. so cea ak ah. Sadkacy Soe gee wd wee 20,513 
Toul NSSens aut Dreceinmloyere sul IWWASY on suas adoscoeodeenncanac $3 882,650 
1977 
(in thousands) 
Rewemme thre Unnersnlbienwercl CWISOMNeIS 2.52 c4cnadeoos0c0000Ke $ 503,587 $136,488 $ 640,075 
BIreDScOINeMtRCVEIUC  me4% wa tnt esterase eh As HBC BRO OO 6,641 ; 14 $ (6,655) 

TRON, nace RS Beats Se OE NS em eee $ 510,228 $136,502 $ (6,655) $ 640,075 

“SES SUNDES VARON ER oc © pi Gece OP OO eee $ 108,415 $ 36,241 $ 144,656 
Bere exchance Galn (108s) 2c. eeeas tees cee Coes $ (3,839) | $ 540 (3,299) 
Equity in Net Income of Non-Consolidated Subsidiaries ..... 287 
erCLAmCOLUOLALCELX PCNSES- 5 orasi nese creme ae Be a 7 a = (4,495) 
Income before Provision for Income Taxes .......-.-+.+++:: $137,149 
ftientifiable Assets at December 31,1977. ...5.6. 0000212. ecu se $2,543,827 $368,008 $(119,779) $2,792,056 
Investments In and Advances to Non-Consolidated 

Srl OVGHAEWES oo oo hon Gb a oor Sole Glee ie Geo mono ae Peed coma 509,362 
TEDL CHA SSCL Smet ere Pita fa aurode s ooo: See ; Ss 19,796 
Total Aesais at Drexoennlbysrre Sil, WOW spe cococoocduses ou secuadd $3 321,214 
Amounts eliminated between industry segments are prin- 20. Quarterly Financial Data 
cipally revenue of finance subsidiaries derived from insur- Selected quarterly financial data required by Securities and 


ance activities with affiliated insurance companies and insur- Exchange Commission rules are included (unaudited) in 


ance reserves applicable to Finance Receivables. Supplemental Information—Data by Calendar Quarter, Page 60. 
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Beneficial Corporation and Consolidated Subsidiaries 
Accountants’ Opinion 


The Board of Directors and Shareholders 
of Beneficial Corporation 


We have examined the balance sheets of Beneficial 
Corporation and Consolidated Subsidiaries as of December 
31, 1978 and 1977 and the related statements of income, 
retained earnings, capital surplus, and changes in financial 
position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances. We did not 
examine the financial statements of the Merchandising 
Division or of the Savings and Loan Company, the equity in net 
assets and net income of which are set forth in the accom- 
panying financial statements. The financial statements of 
such companies were examined by other auditors whose 
reports thereon have been furnished to us, and our opinion 
expressed herein, insofar as it relates to the amounts 
included for such companies, is based solely upon the reports 
of the other auditors. We have previously examined and 
expressed our unqualified opinions on the consolidated 
financial statements for the three years ended December 
31, 1976 from which the comparative financial information 
on Pages 31 through 34 was prepared. 


In our opinion, based upon our examinations and the reports 
of other auditors referred to above, such statements present 
fairly the financial position of Beneficial Corporation and 
Consolidated Subsidiaries at December 31, 1978 and 1977 and 
the results of their operations and changes in their financial 
position for the years then ended, in conformity with 
generally accepted accounting principles applied on a con- 
sistent basis. Also, in our opinion, the comparative financial 
information referred to above presents fairly in all material 
respects the information set forth therein on a basis 
consistent with the financial statements for 1978 and 1977. 


DELOITIE HASKINS & SELLS 


Morristown, New Jersey 
February 14, 1979 
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Beneficial Insurance Companies (Insurance Group ) 
Balance Sheet 


(in thousands) a ee December 31 1978 1977 
Assets 
Mee tients securities, (Notes, |b atid 2). i 4c, conus ee devieaw ee tchuncle nu. Soa ee $410,300 $307,629 
(SEER 0. oa dion ap 0. ce a eRe Gee ee ne ne ee ee one fe. 4,403 3,465 
Premiums and Other Amounts Due from Policyholders and Ceding Companies..................... 44,392 29,961 
Seem S CML CST CT PR COM CW reg tnk oie ours BSc dl ahnenos Cree Caen ews ee ee ee 8,786 6,492 
mmainotiized | olcy Acquisition Costs (Notes 1c and’3) .....5:004 0sencs eee he eee eee 26,506 22,406 
MPeEPASSEtS G55 caee cease eee skh ree eee ee eee Genk oe ee oe See earns ek hin Ge Les) 2,204 
LOtal Bernat ee oe ee ie ee ee $496,980 $372,157 
Liabilities and Shareholder’s Equity 
imemeanecweollcy and Claim Reserves (Notes 1d and 4) .... 2. ic..wosc hues aoe oleae $233 321 $199,598 
ee aS 10) cere Br se ei taal Sleds Gy acd meas welds REA Eee AE SOLS OS Ee ee 8,160 3,840 
BPP Ree LOCC OTN ALCS mae Mer ic lun f ae 6 aut cdeians dog 9. aan akg ee ee 17,412 2,481 
PeeMCTeom Lice CINSIreTstanchCcding Companies] ...s.4 404 aaa asa ee een oe ee eee 48,275 21,898 
een el comcel axes—_current UNotes If and 5) 0. 2i.. 245 ee hw eee 1,338 418 
ae veincomce axes Deterred ((NOtE If) coi ahne la Sed Re es ee ee ee ee 4,228 BeOl 
Sher liabilities ....... Sane dec oe ee ee ro ee ee ee eee ee BREE Gree 
SUCHE ARB LAL) U IGS MW eons 8 a. slo ow. nos AM Wwe ncn BUS OR WR ae tee ee 322,208 238,669 
Shareholder’s Equity 
pia) SG: wbctay ga uae eee a rere: Carer Poach armen as Meta. 17 ces aat 23,590 23,470 
See cU ME Ur Gt LT SN Oe wh y Guat Eadg «HOE Dam ook GRR apdan one wench age Mer Naa eater ee 9,398 4518 
Pemreei7eclossomecuryoccurities (Notes [band 2)..5 4.2555 9 te ee ee (7,116) (2,919) 
Retained Earnings ..... De eee Peete i ee ee pean ee eee 148,900 _ 108,419 
fioralesnarenolders EGUItY eg o.. 7 ccs ee Jo ee a Se ene ee 22 eee coe 
BU Chek LI Bc eerie ns fests ai gh tag 8 win hms, DONE Poe ORAL UG RG Rone Co ENC nee $496,980 fone S 


See Notes to Financial Statements. 
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Insurance Group 


Statement of Income and Retained Earnings 


~ (Unaudited) 
Three Months 
Ended December 31 
(in thousands) 1978 : 1977 
Revenue: 
Premiums Earned (Notes leand6) .. $ 45,070 $ 32,141 
Investment Income (net) ........... 6,561 5,026 
| Other Income. 2 MEE oe SO ETO DS, 970 
ee Ota ore 93,424 Boned 
Benefits and Expenses: 
POWCyEB Enel t Siamese reste. nt: 26,223 18,435 
Commissions and Brokerage ........ 13,624 10,157 
Salaries and Employee Benefits ..... O37 697 
ee Tan Clie ec CS eee 1,068 852 
Othe xpenscsmwewe re tae eaten i 985 586 
Decrease (Increase) in 
Unamortized Policy Acquisition 
GOSTS Spee ee er eon he has ee, ee (3,842) (3,292) 
Foreign Exchange Loss (Gain) 
GNGte ls Pere eee ee 13 175 
eee! Clalerrer te ee 39,068 27,610 
Income before Federal Income Taxes 
and Realized Net Investment Gains 
GOS SES) Stee ey ae oe ween hele ee, 14,356 10,527 
Provision for Federal Income Taxes 
: (Note 5) ee eee ere See eon ee 3,130 _e Dele 
Income before Realized Net Investment 
(Galnse (OSSCS) mera rea 226 8,215 
Realized Net Investment Gains 
_ (Losses) (Note 5) pee we Ru aoner Soeae 7 67 > 276 
NetzIncome tert ee ak eal: 11,293 8,491 
Retained Earnings, Beginning of Period 138,423 99,928 
LOLA) Meee eee ee ty eee 149,716 108,419 
Dividends batc eae eo ee 816 — 
Retained Earnings, End of Period ried $148 900 ; 


See Notes to Financial Statements. 
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$108,419 | 


SM let Mesomlelos On 


1978 197719761975 1974 
$149,028 $114,314 $ 90,252 $69,510 $58,661 
23,482 16,908 11,883 8,842 6,262 
6461 3,777 2,449 469994 
178,971 134,999 104,584 78,821 ~—S 65,917 
86,672 70,403 56,854 42,340 38,581 
36,136 31,086 18,966 11,072 7,998 
DAD 2,194 iL, SW 1,268 842 
3,886 2,616 1,433 1,898 1,489 

4 043 3,484 BPI 2,493 2,412 
(4,142) (9,791) (4,422) (1,051) 210 
cl 2i5) (540) (1,369) (132) 5 
128,252 99,452 76,260 57,888 51,537 
50,719 35,547 28,324 20,933 14,380 
com 6,590 6493 3,374 3,020 
40,963 28,957 21,831 17,559 11,360 

oe 4 202 (1,151) (386) (652) 
41,297 30,159 20,680 WAITS 10,708 
108,419 78,260 ~=———-62,080 44,907 38,749 
149,716 108,419 82,760 62,080 49 457 
7 816 - 74ee = 2s be 4000 an 4,550 
$148,900 $108,419 § 78,260 $62,080 $44,907 


Insurance Group 
Statement of Changes in Financial Position 


(Unaudited) 
Three Months 
Ended December 31 
(in thousands) 1978 1977 
Source of Funds 
Operations: 
INCESITICOINC Reena oe ee os $ 11,293 $ 8,491 
Non-cash charges (credits) to income: 
Increase in insurance policy 
AuaGl C|evinn WESSIAMES ono nnacooeoce 18,642 16,960 
Increase (decrease) in unamortized 
PONE WACTUISILION COStS sea. se (Ora) (3,298) 
DetennredeinCOmcataxc Smita 881 Sy27 
Funds provided by operations .. 27,039 22,680 
Issuance of additional common stock ... 4,000 — 
Increase (decrease) in other liabilities . . 7,916 7,390 
Sales and maturities of securities ....... TLAET/ S¥S37/ 71,824 
CU ae, BAY Ps AS eee 1,413 8,124 
$157,955 $110,018 
Application of Funds 
Acquisition of investment securities .... $129,522 $102,854 
Increase (decrease) in other investments 6,085 34 


Acquisition of other insurance companies — — 
Increase (decrease) in insurance- 


inclleyuerel THXCSINIFIONES 2 ..45nnnogooceuade 10,742 DANS 
Increase (decrease) in net unrealized 

LOSSTOLPCQUILYyESECUTILICS © te. . te ce 4,098 464 
Dividends paid (excluding 

Sinoelle GhnyiGlSMEl)) occsccuocosadeesouds 816 — 
Decrease (increase) in amount 

GUCEAIIINIATCSHPE ey en ak 5,668 Bey) 
itm oc ee ee hoe Gos 1,024 173 


$157,955 $110,018 


See Notes to Financial Statements. 


_Years Ended December 31 


1978 1977 


$ 41,297 $ 30,159 


335123 59,952 


(4,100) (9,748) 


482 1,069 
71,402 81,412 
5,000 — 
29,174 21,007 
266,582 214,182 
5,647 ee) 


$377,805 $316,800 


$364,063 $321,029 
6,109 (11,728) 


14,431 4,560 
4,197 1133 
816 — 
(14,931) (926) 
3,120 2 ,1o2 


$377,805 $316,800 


1976 : 


$ 20,680 


26,296 


(3,329) 
itis 
45,418 
15,000 
2,218 
188,762 


$231,182 
11,890 


4,839 
(4,201) 


4,500 


$250,617 


bol7,l73 


pea v A 


(188) 
(248) 


39,964 
4,168 
3,665 

149,933 


$177,358 
3,802 
3,666 


6,490 


ee lew 


2,462 
904 


$200,669 


1975 


$ 10,708 


20,954 


(1,018) 
413 

31,057 

(2,428) 
143,236 
5,044 
$176,909 


$170,120 
2,837 


(1,877) 


5,093 
736 


$176,909 
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Insurance Group 
Notes to Financial Statements 


1. Summary of Significant Accounting Principles 
and Practices 


a) Basis of Financial Statements and Principles of 
Combination 
The accompanying combined financial statements are pre- 
sented in accordance with generally accepted accounting 
principles, which vary in certain respects from statutory 
accounting practices prescribed by insurance regulatory 
authorities. All significant intercompany balances and trans- 
actions have been eliminated. 


The companies of the Insurance Group are wholly-owned 

by Beneficial Corporation. A substantial amount of the com- 
bined income of the Insurance Group results from business 
written with customers of the consumer finance subsidiaries 
of Beneficial Corporation. Commissions and other expenses 
are paid to subsidiaries of Beneficial Corporation for services 
rendered. 


b) Investments—Securities 

Bonds and mortgage loans are carried at amortized cost. Pre- 
ferred stock (which by its terms either must be redeemed by 
the issuer or may be redeemed at the owner’s option) is car- 
ried at cost. Common stock and non-redeemable preferred 
stock is carried at market value. Realized gains and losses and 
provisions for permanent declines in market values are in- 
cluded in income. Unrealized gains and losses on marketable 
equity securities, less applicable deferred income taxes, are 
included in a valuation allowance in Shareholder’s Equity, 
and accordingly are not reflected in income. 


c) Unamortized Policy Acquisition Costs 

The costs of acquiring business are deferred and amortized 
over the lives of the acquired policies in relation to earned 
premium. Such costs, which vary directly with and are related 
to the production of new business, include commissions, 
bonuses paid on reinsurance assumed, bonuses paid on 
ordinary coinsurance, and premium taxes on single premium 
contracts. 


d) Insurance Policy and Claim Reserves 

Liabilities for future life insurance policy benefits and annuity 
policies have been computed on the basis of assumptions as 

to investment yields, mortality, morbidity, and withdrawals 
and are presented net of reinsurance ceded. Such actuarial 
assumptions vary by plan, year of issue, and policy duration. 
Reserves for a majority of the life business are based upon use 
of the 1955-1960 Basic Select and Ultimate Table, with inter- 
est rates ranging from 24% to 7%. The annuity reserves are 
based on the 1937 Standard Annuity Table with interest rates 
ranging from 5% to 742%. Credit life, credit accident and 
health, and property and liability reserves consist solely of 
unearned premiums. Credit accident and health reserves have 
been adjusted to reflect the Group’s experience. 


The liability for policy and contract claims is based upon es- 
timates of payments to be made for individual claims re- 
ported and those losses incurred but unreported. Such esti- 
mates are reviewed regularly and any changes in the estimates 
are recognized in income currently. 
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e) Premiums Earned 
Premiums on credit life, credit accident and health, and prop- 
erty and liability insurance are generally taken into income 
on the Rule of 78ths or the straight-line method (as appro- 
priate) over the lives of the policies. Non-credit life insurance 
premiums are included in income as earned. 


f) Income Taxes 

The Central National Life Insurance Company of Omaha and 
Guaranty Life Insurance Company of America qualify as life 
insurance companies for federal income tax purposes and file 
separate returns. Beneficial International Insurance Com- 
pany, Ltd., is a foreign corporation and is not subject to either 
United States or foreign income taxes. The remaining com- 
panies, which are property and liability insurers, are either 
included in the consolidated federal income tax return of 
Beneficial Corporation or file separate foreign income tax re- 
turns. Beneficial Corporation allocates the consolidated taxes 
to the companies included in the consolidation on the basis of 
each company’s share of taxable income. Deferred income 
taxes are provided for the timing differences between financial 
statement and taxable income. 


g) Translation of Foreign Currencies 

Assets and liabilities in foreign currencies are included in the 
Balance Sheet after translation to U.S. dollar equivalents at 
rates determined in accordance with Statement No. 8 and In- 
terpretation No. 15 issued by the Financial Accounting Stand- 
ards Board. The operating results have been translated at 
average rates prevailing during each period. 


2. Investments—Securities 


Investments by type at December 31 are as follows: 


(in thousands ) 1978 1977 
Debt Securities: i 
Bonds and Notes (market value: 

1978, $325,095-91977.9257,897) oe ee $341,717 $250,881 
MoOttsave. LOANS) yc rere 5,109 4,370 
Policy Loans ca ee S29 4,635 
Certificates of Deposit and Interest- 

__ bearing Cash Deposits). ea Ae = eR 
359,746 262,803 
Equity Securities: 
Preferred Stocks (cost: 1978, $36,166; 

LOT 1cb2 820 La ar Sree ean eee eee 32,720 27,686 
Common Stocks (cost: 1978, $21,504; 

1977, $19, 527) 5 dS Ea ap ARES: 17,140 

50,554 44 826 
Total Investments— 


SECULITICS Eee ee een $410,300 $307,629 


The valuation allowance pertaining to equity securities at 
December 31, 1978, which is deducted from Shareholder’s 
Equity, reflects gross unrealized losses of $7,482,000 (1977, 
$3,811,000) and gross unrealized gains of $366,000 (1977, 
$892,000) after giving effect to related income taxes. 


In connection with reinsurance assumed, the Insurance 
Group has recorded its share of insurance reserves and policy 
claims in the accompanying financial statements. As security 
under the terms of certain reinsurance agreements, the Insur- 
ance Group has pledged security investments with a carrying 
value of approximately $74,000,000 at December 31, 1978. 


3. Unamortized Policy Acquisition Costs 


At December 31, these are comprised of the following: 


1978 


(in thousands) 1977 

Commissions, Reinsurance Retention, : 
anceAdministration Fees ........:... $18,768 $14,559 
Adjustments of Acquired Life Insurance 5,859 6,370 
[Perr erhiia ah ERTS Cia SR ee 1,879 1,477 
MEOHINL: Gy oi choc vs gah ee Shee Se eee $26,506 $22,406 


4. Insurance Policy and Claim Reserves 


Insurance reserves at December 31 are comprised of the 
following: 


1978 


(in thousands) 1977 
Future Policy Benefits and Unearned 
Premiums: 
Life: 
Unearned Premiums—Credit Life.. $54,092 $ 46,021 
Future Policy Benefits—Life 
InStiranceanceAniUItIeS pte (36,950 35,494 
ho tase t emepewe eee see, acer ces 91,042 81,515 
Accident and Health: 
Unearned Premiums—Credit 
Necidentsanceklealit meaner 41,357 Sil cill 
Future Policy Benefits and 
Unearned Premiums—Other 
Neenaiemi: eine! IRWIN .25055c0n0c _ 37 Peet 6 
Total Accident and Health .. se 41,394 2 37,371 
Property and Liability— 
Winecarne debe ili Smee n 51,105 : 44,133 
ARON oe ae 0k oon ee 183,541 163,025 
Policy and Contract Claims: 
TEER 5 nce 0 BUS eGo Oto te eee 4,803 4,488 
INCGIGEN EAL CM ELE t meena aie iea eer (ih As 10,292 
PLOpellyralclaDillty ge. ee eee ae a 33,249 21,793 
Ota late okie ee 49,780 36,573 
Total Insurance Policy and 
GlaimmReseuvesmne eee 4233532 lee Loo oo 


Future policy benefits and unearned premiums have been re- 
duced by $41,000,000 in 1978 and $30,000,000 in 1977 for rein- 
surance ceded. To the extent that any reinsuring company 


might not be able to meet its obligation, the Insurance Group 
would be liable for such defaulted amounts. While the Group 
has never experienced a default on a reinsurance agreement, 
it does —with certain reinsuring companies—obtain letters of 
credit or pledged securities that could be used in the event of 
default. 


5. Federal Income Taxes 


Federal income tax returns of The Central National Life In- 
surance Company of Omaha for some years are unsettled back 
to 1958. All liabilities of Central National relating to years 
prior to 1971 are the obligation of the previous owner, who 
has delivered an irrevocable letter of credit in the amount of 
$1,700,000 to indemnify against possible tax assessments for 
such prior years. 


Certain special deductions are allowed life insurance com- 
panies for federal income tax purposes and are accumulated 
in a special memordanum tax account designated as ‘‘Policy- 
holders’ Surplus.” As of December 31, 1978 and 1977, $39,900,000 
and $33,300,000, respectively, of Policyholders’ Surplus was 
accumulated for which no federal tax provision has been 
made since such amounts are taxable only if distributed as 
dividends or if certain conditions prescribed by federal tax 
laws are met. No dividends are contemplated as being dis- 
tributed out of the Policyholders’ Surplus. 


The difference between the statutory tax rate and the effec- 
tive tax rate is as follows: 


1978 1977 
Expected sl ax, Rateme inet ee 48.0% 48.0% 
Dividend Received Deduction ......... (2.6) (2.0) 
TaxtExempteiiterests:e. 2 = ee ee (10.5) CUO) 
Special Life Insurance Deductions .... (6.5) (6.9) 
Foreign Income not Subject to Tax.... (8.9) (9:5) 
Others (Meh) are ee eee (2) (3}) 
EilectiveslaxgRatcaare ater 19.3% 18.5% 


Deferred taxes included in Provision for Federal Income Taxes 
in the Statement of Income for the two years ended December 
31, 1978 are as follows: 


1978 1977 


(in thousands) 

Unamortized Policy Acquisition Costs .. $1,438 g 2,630 

Insurance Policy and Claim Reserves ... (S12) (1,188) 

Other soe verse eee ee Sn AGE: 7 (373) 
LOta] oe Nalind cence orca res ee eee $ 482 $ 1,069 
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Insurance Group 
Notes to Financial Statements (continued ) 


Capital gains tax of $63,000 was not provided in 1978 and 
$130,000 in 1977 because of the utilization of capital losses car- 
ried forward from prior years. As of December 31, 1978, ap- 
proximately $894,000 of capital losses, which expire in 1981, 
are available to offset taxes on future capital gains. 


Realized net investment gains (losses) have been reduced by 
applicable income taxes of $5,000 in 1978 and $33,000 in 1977. 
6. Supplemental Financial Information 


Written and earned premiums and policy benefits incurred, by 
major lines of business, are as follows: 


Years Ended December 31 


(in thousands) 1978 1977 1976 1975 1974 
Life: 
Written premiumeerne per ee en ee wn $57,680 $66,370 $54,618 $37,415 $34,597 
Earned, premiuiny geese eee eer ee re tne Faunce coc nt: 48,078 42,370 47,956 29,297 30,087 
Policy, Denentssincunr ec mere er ee ee eee 27,142 25,576 33,029 17,307 18,290 
Accident and Health: 
Witlen{ prem ivi saree ener Cree winter create 43,986 39,469 25,827 20,955 17333 
Earned: premiums eae ee een are eee eee ne anaes 39,865 32,432 18,141 16,959 12,518 
Polley benentssncurled meer re eer e nitric. ae PADI Ges aa Thee! 11,606 11,882 11,069 
Property and Liability: 
Written: premium tree re eee renter enter, ices cle acim 68,559 58,123 33,343 SOGia 21,302 
Earned premitinpere ene ee ere ee ee te eee 61,085 39,512 24,155 23,254 16,056 
Policy; benefit SiiNetir ic Cl mrewere ae eer ce te eer eae Bor, 22,070 12,219 Shi 9 222 


7. Subsequent Event 


On January 12, 1979, The Central National Life Insurance 

Company of Omaha acquired all of the outstanding stock of 
the Northwestern Security Life Insurance Company for ap- 
proximately $12,800,000. As of December 31, 1978, the assets 


Accountants’ Opinion 


of Northwestern Security Life were $26,400,000 and share- 
holders’ equity was $7,500,000. Earned premium for the year 
ended December 31, 1978 was $12,700,000 and net income 
was $1,900,000. 


The Board of Directors 
Beneficial Corporation 


We have examined the combined balance sheets of the 
Beneficial Insurance Companies as of December 31, 1978 and 
1977 and the related statements of combined income and re- 
tained earnings and changes in combined financial position 
for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered neces- 
sary in the circumstances. We have previously examined and 
expressed our unqualified opinions on the combined financial 
statements for the three years ended December 31, 1976 from 
which the comparative financial information on Pages 44 
and 45 was prepared. 
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In our opinion, such financial statements present fairly the 
combined financial position of the companies at December 31, 
1978 and 1977, and the results of their combined operations 
and the changes in their combined financial postion for the 
years then ended, in conformity with generally accepted ac- 
counting principles applied on a consistent basis. Also, in our 
opinion, the comparative financial information referred to 
above presents fairly in all material respects the information 
set forth therein on a basis consistent with the financial 
statements for 1978 and 1977. 


DELOITTE HASKINS & SELLS 


Morristown, N.J. 
February 14, 1979 


Beneficial Corporation Merchandising Division 
Balance Sheet 


(in thousands) December 31 1978 1977 
Assets ve : 
Current Assets: 
CERO (ONO CSS 2) ook ee yr ey ene nO FORE AVI ee ee Ce SO he yoo. fe $ 34,806 $ 15,500 
Receivables (Note Ic): 
PoStalMmenten CCOLT tS meee wig '9. 75 dt Ds on ok Oa ESO ee ee Oe 577,811 569,348 
IRCVOLVIN OBA CCOLIN LS ummmatann wet iavtn. 0) yet CR Nee ma Ra. ee ee ae ee ee 45 698 43 463 
WMOleSa era CCOULT Steet a oem Gas Obst! Wns,” Syne Ney owe Oo. Cott tut lin ele ee mee bah ee a ee 187,038 203,759 
810,547 816,570 
PecSUTCANeG binance: Car cese ene. oe |e ee en ee eee et te en (104,239) (107,092) 
706,308 709,478 
PescrA LOWances GEOUDLIUL ReCelVabDlesets at fra. are ee ee ne ee ae (44,848) (43,781) 
IN eta eCetviab les maar Sites Gatlil O47 5-6,° 1a chcciden cath te, eens Meta kay a PUL nel IE Gee Oka 661,460 665,697 
RVCHEOLICSMUINOLEE Cle) enter On Skis  oe o Ree.  a a e s eae y  ee gO ee Oe 185,983 203,082 
Pre paldee xR DCRSCSHeT RETO ra. oe eee Leek OL? atk De ee ts, eee ee ee eee 18,454 12,573 
OL aCUCrCH LSA SSCL S meena te tatee e! E25 cai eau oe er ce eh ed tae ee NS eee ee ne ea ee 900,703 896,852 
Fixed Assets (at cost, less accumulated depreciation and amortization 
iat ry Sanibel OS uNOTC.1 £.) tres) Ve te bak ness fee ees ee en an ee 87,082 85,915 
Othe npASSCtS meee en ce ede | oo om eee Pe Be a ee a Pe on, ORR ERY era wee Gee 2,974 3,398 
PROPEL. dio ot Aoi ea een ll A er Reine NECA So AL Le ere: Ri Mane BE a $990,759 $986,165 
Liabilities and Shareholder’s Equity 
Current Liabilities: 
SVG LETITONOLESECNOLE:4 he eee hi. hee bead Bh 0 TORU eee i SEE a ne ee $ 93,450 $ 31,500 
Boncherm Debio UueswWitiines ne. Year (NOTE. 3)) 2. hn coe si ie tees en ee eres nee pene eee 105,667 5,837 
PSS COMELES EEL Vil DLC water nen Gots Ae res ihiaar 4kai'a. gb) Sonera oT ae Taeilan, orice wissen ms gn eA ches etl eects yeni Miamtecteie oer Reet 111,070 99,051 
Lavablestorbenentcial Corporation GNotes:ie and 4) v.22 ee teria ek sree ee eee ge ser TL SW? 138,300 
StarernusOtnerminconteLaxes Payables sm,:yetes ote) carers a ee ree etd a ea ee fr ee 6,323 3,665 
PercELeCdePecdcrallncomeslaxes: (NOtE:7)Gi..6 hcl ous stint On Mele Ole ae end eee Gein creer ers 61,076 62,429 
PACCEUCaRLAXecsmVWarranties-and. Other Liabilities ay sace cto rte ies oe: Ra ate oak, See ie ees 50,646 49,751 
Wecruedsstore,c losingsi(NOte)2) oon ste eh ee ees oe Peete ee ice 3,239 Toss) 
RO TAMGUETETIAPISTA DIL I ETO S memaerr te Uae eran Ae pe hectic: eet ie an Ie cs Se ee ome EIN RP ee ea 508,603 398,266 
Moros ChIMBDCD ICINOLC yee erty Ree Sete aU Garda meethe een eee chime Matera s hee «earners 132,616 239,201 
Deferred Federal Income Taxes (Note 7) .........0. +. sees eee Bohn Gee ote age Cate ie ee 25/5 Lee be) 
TOTAL LAD LL ties ee ee ges ae e e raeee Ceara eh cee tare 646,950 642,287 
Shareholder’s Equity (including Retained Earnings of $227,549 and $227,618) (Note5)....... Bee es 343,809 —- 343,878 
TWHCAE Rh ee eh ee Ae ne eT UEP Rang Sate CU Pret fee.r, de Poa eet eats fel $990,759 $986,165 


The Notes to Financial Statements should be considered in connection with this Balance Sheet. 
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Beneficial Corporation Merchandising Division 
Statement of Income and Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 
(in thousands) 1978 1977 
Net Sales and Other Revenue........... $313,839 $316,609 
Expenses: 
Cost of Goods Sold (including certain 
buying and occupancy expenses) ... 217,261 224,438 
Selling and Administrative Expense .. 85,983 85,144 
Interest Expense: 
Benencial: Corporation sea eee 1353 2,369 
Other see tear se eee nee Wuus 5,400 
Provision for Store Closings and 
Othensltemsm@Noter2) meee — — 
Total uae esa eee aeenn noe Sales 2ylbe SRL SIe 
Income (Loss) before Income Taxes ..... 1,469 (742) 
Provision for Income Taxes (Note7 ): 
Federal: 
Curren tiger eee es ee eee eee (1,320) 8,610 
DeferredZ Seen ten eee ee ecto 1,434 (9,626) 
Std teehee eee een eek ein ee ee (176) 61 
Total: ¥en ee ae eee ee (62) (955) 
Net: Income27385 eee eee 1,531 213 
Retained Earnings, Beginning of Period . 230,443 231,455 
Total site ee eee ee 231,974 231,668 
Dividends Paid (Note la) .............. 4,425 4,050 
Retained Earnings, End of Period ...... $227,549 $227,618 


1978 


1977 | 


1976 


Years Ended December 31 


1975 


1974 


$1,115,863 $1,178,685 $1,206,346 $1,020,400 $1,039,232 


776,186 818,261 812,841 651,291 654,709 
299.271 304,116 293,892 289,262 300,923 
7,400 8111 7,510 11,582 15,532 
26,259 21,933 21,347 RYE: 28,497 
= Mwy = = = 
1,109,116 1,164,521 1,135,590 973,808 999,661 
6747 14164 70,756 46,592 39,571 
1,769 16,558 37,015 26,239 6,887 

59 (11,185) (5,114) (4,534) 10,558 

563 950 3,063 2,090 2,256 

2,391 6,323 34,964 23,795 19,701 
 -4356~—~Ct«~‘i«s‘«ST7«'A‘YL 35170) meen 20707 19,870 
227,618 225,487 «213,895 «199,098 180,228 
231,974 233,328 249,687 221,895 200,098 
42 ee 5) 0200 8,000 1,000 


$ 227,549 $ 227,618 $ 225,487 $ 213,895 $ 199,098 


The Notes to Financial Statements should be considered in connection with this statement. 
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Beneficial Corporation Merchandising Division 


Management’s Discussion and Analvsis of the Statement of Income 


The Statement of Income is included in a form to satisfy the 
requirement for a Summary of Operations; Management’s 
Discussion and Analysis, consequently, pertains to the State- 
ment of Income. 


Net Sales and Other Revenue decreased 5.3% in the year 
ended December 31, 1978 as compared to the year 1977. The 
continued collapse of the CB market was the primary reason 
for this decrease. Sales were also adversely affected by the 
closing of two divisions at Midland during 1978, the closing of 
certain unprofitable Western Auto company-owned stores in 
late 1977 and 1978, and the closing of catalog order stores by 
Spiegel in the Spring of 1978. Net Sales and Other Revenue 
decreased 2.3% in 1977 primarily because of the substantial 
decline in the unprecedented demand for citizens band radios 
from the unusually high levels which prevailed during the 
first nine months of 1976. The sales decrease was partially off- 
set by increased sales in the wholesale and retail operations of 
Western Auto and in the catalog sales of Spiegel. Net Sales and 
Other Revenue increased 18.2% in 1976 because of the 
growth in the retail and wholesale operations, particularly in 
the wholesale sales of citizens band radios. For 1975, Net Sales 
and Other Revenue decreased 1.8% primarily because of the 
effect of the continuing economic recession, which caused a 
decline in consumer demand. Also, the continuation of the 
more restrictive credit acceptance policy, instituted in 1974 
for catalog sales, had a depressing effect on credit sales. These 
effects were partially offset by the successful marketing of 
citizens band radios in the second half of 1975. 


Cost of Goods Sold decreased 5.1% in 1978, which is in pro- 
portion to the decrease in Net Sales and Other Revenue. Cost 
of Goods Sold remained relatively constant in amount for 
1977, despite the decrease in Net Sales and Other Revenue, 
due to narrowing of profit margins primarily relating to sales 
of citizens band radios. Profit margins were also narrowed by 
more competitive pricing for other types of merchandise. 
Cost of Goods Sold increased 24.8% in 1976. This increase is 
not proportional to the increase in sales since price reduc- 
tions on the sale of 23-channel citizens band radios were 
necessary in the later part of 1976 in order to reduce inven- 
tory levels in anticipation of the sale of 40-channel units, be- 
ginning in 1977. 


Selling and Administrative Expense decreased by 1.6% in 
1978 primarily because of curtailment of activities at Midland. 
Selling and Administrative Expense decreased 3.9% in 1975 
due primarily to the decline in Provision for Doubtful Re- 
ceivables resulting from reduced charge-offs relating to the 
catalog instalment accounts. This reduction was achieved be- 
cause of lower credit sales, increased collection efforts, and 
the effect of restrictions on credit acceptance. 


Reference is made to Note 2 to the Merchandising Division 
financial statements for an explanation of the Provision for 
Store Closings and Other Items. 


Interest Expense increased 12.0% in 1978. This increase is the 
result of escalating interest rates; a program of independent, 
short-term financing for Spiegel, as opposed to the previous 
practice of borrowing from Beneficial at an interest rate of 
72%; and an increase in the loan portfolio of the consumer 
finance subsidiary of Spiegel. Interest Expense decreased by 
13.2% in 1976 and by 24.5% in 1975. The decrease in 1976 was 
primarily due to lower interest rates and in 1975 was a result 
of lower interest rates and lower borrowings. 


The decrease in Net Income of the Merchandising Division of 
44.4% for 1978 is primarily a result of decreased volume at all 
the companies comprising the Division and an increase in In- 
terest Expense. The 78.1% decline in Net Income for the Mer- 
chandising Division for the year ended December 31, 1977 as 
compared to the year 1976 results primarily from the substan- 
tial decline in demand for citizens band radios and the re- 
structuring of certain merchandising activities, which neces- 
sitated the Provision for Store Closings and Other Items. Net 
Income for the Merchandising Division increased by 57.0% in 
1976, primarily because of the increased volume in the whole- 
sale and retail operations and improved catalog operations. 
In 1975, Net Income for the Division increased by 14.7%. 
These increases were primarily due to the Division’s ability to 
capitalize on the rapid growth of the citizens band radio 
industry. 
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Beneficial Corporation Merchandising Division 


Statement of Changes in Financial Position 


(Unaudited) 
Three Months 
Ended December 31 
(in thousands) 1978 1977 
Source of Funds 
NetiIncome teenies ee ees Sy LS aS ails 
Expenses Not Requiring Concurrent 
Cash Outlays: 
Depreciation and Amortization ..... 2,544 2,558 
Deterredslmconeslaxcs serene 69 178 
Funds Provided by Operations . 4,144 2,949 
Vons-lerm Debt issucd 2a e rerete sae — —_— 
DISPOSAL OlEEXeCEASSCtSE nn ene 666 1,790 
Othe tte ce ee ee eee he 415 38 
$05 225mm 41 
Application of Funds 
IAG ditions tol eTxXedsA\SSelsm= eee $§ 3404 $4,528 
Reductiono. Long-Term Debt] 9...93 50,956 2,262 
Dividends Paid (exclusive of transfer of 
Midland to Beneficial) (Note la) ..... 4.425 4050 
OTN ERI ee err ES PT eae Se 84 (25) 
Increase (Decrease) in Working Capital. (53,644) (6,038) 
te RIS oh? eg iy 
Changes in Working Capital 
Increase (Decrease) in Current Assets: 
Gash meee eC eer it cers Sy Ng ate ae $ 3,470 $ 73 
NetiReceivablesie rece re aan rene 2,394 883 
INnVentOricSee ee ee ee (ZAHA) (25,225) 
Prepaidsixpensesa ina nee (2,950) (4,163) 
(24,307) (28,432) 
Increase (Decrease) in Current Liabilities: 
Short-Term Notes and Long-Term 
Debt Due Within One Year......... O01 en OL DLS) 
ACCOUNTS Paya leg secret atrs are eet 14,166 23,887 
Payable to Beneficial Corporation .... 6,648 16,278 
Deferredslncomeslaxcsi eres eerie: 383 (8,159) 
Aceried:o10re. ClosingSee ee (644) (1,734) 
Othem Cunrentieiabillitics seen (803) (1,148) 
29,337 (22,394) 
Increase (Decrease) in Working 
Capitals eenwscerca ac eee $(53,644) $(6,038) 


1978 


$ 64,356 


9,867 
911 
15,134 


139 
429 
$ 16,702 


$ 11,830 
106,585 


4,425 

348 
(106,486) 
$ 16,702 


$ 19,306 
(4,237) 
(17,099) 

5,881 

33851 


161,780 
12019 
(61,168) 

15353) 

(4,494) 
355 
{105337 


$( 106,486) 


Years Ended December 31 


LOLs 


$ 7,841 


9,590 
1,082 
18,513 
12 
2,675 
307 
$21,507 


$12,771 
9,445 


4,050 

187 
(4,946) 

$21,507 


$ 1,128 
1,316 
(25712) 
(347) 
(615) 


(44,107) 
2,612 
48,464 

(9,763) 
ies 

(608) 
4,331 


$(4,946) 


The Notes to Financial Statements should be considered in connection with this statement. 
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1976 


$35,792 


8,813 
876 
45,481 
1,087 
1,060 


$47,628 


$ 8,683 
8,805 


24,200 
266 
5,674 
$47,628 


$ (264) 
10,742 
31,452 

nee) 


42,129 


68,334 
12477 
(39,684) 

(5,382) 


1,010 
36,455 


$ 5,674 


1975 


Da22,091 


9,050 


ZO 


32,809 
423 
144 


$ 33,376 


$ 8,130 
1,846 


8,000 
489 
14,911 


$ 33,376 


$( 11,498) 
(50,287) 
(13,329) 

(1,893) 
(77,007) 


(44,447) 
5,585 
(56,245) 
(4,161) 
7,350 
(91,918) 


$ 14,911 


1974 
$19,870 


8,341 
we 


$79,622 


$16,285 
3,432 


$79,622, 


$ 1,515 
(4,796) 
(1,265) 

1,268 
(3,278) 


(33,683) 

(432) 

(39,291) 
10,188 


eet 
(61,731) 


$58,453. 


Beneficial Corporation Merchandising Division 
Notes to Financial Statements 


1. Summary of Significant Accounting Principles 
and Practices 


a) Affiliation and Combination Basis. The financial statements 
include the accounts of Midland International Corporation 
(Midland) and Subsidiaries, Spiegel, Inc. (Spiegel) and 
Subsidiaries, and Western Auto Supply Company (Western 
Auto) and Subsidiaries. All significant intercompany trans- 
actions have been eliminated. Certain prior year amounts 
have been restated to conform with 1978 classifications. 


Midland, Spiegel, and Western Auto are wholly-owned 
subsidiaries of Beneficial Corporation (Beneficial). On May 
31, 1977, Midland (which had been a wholly-owned consoli- 
dated subsidiary of Western Auto) was transferred from 
Western Auto to Beneficial by means of a dividend retroactive 
to January 1, 1977. The dividend amount represented Western 
Auto’s carrying value of its investment in Midland (which in- 
cluded excess cost of $996,000). Dividends paid of $5,710,000 
reflected in the Merchandising Division’s Statement of In- 
come and Retained Earnings for the year ended December 31, 
1977 include the amount of $1,660,000 consisting of: Excess 
Cost, $996,000 and Capital Stock of Midland, $664,000. 


b) Examinations of Financial Statements. Examinations of the 
financial statements of the Merchandising Division are made 
as of June 30 and December 31 by independent Certified 
Public Accountants. 


c) Receivables. Receivables consist of the following: a) 
instalment accounts, for which finance charges are recorded 
in income by either the effective yield method or sum-of-the- 
years digits method; b) revolving accounts, for which finance 
charges are recorded in income when billed to the customers; 
c) amounts due from associate store owners for merchandise 
and certain other wholesale customers, which normally do 
not earn finance charges if paid within the trade terms; and 
d) amounts due from customers of associate store owners, 
which earn finance charges calculated on the sum-of-the- 
years digits method. Instalment Accounts Receivable include 
$83.7 million at December 31, 1978 and $63.5 million at 
December 31, 1977 of consumer finance receivables of a 
subsidiary of Spiegel. 

In accordance with merchandising industry practice, receiva- 
bles (before deduction of unearned finance charges) include 
amounts becoming due after one year of $348.9 million at 
December 31, 1978 and $346.6 million at December 31, 1977. 


d) Inventories. Inventories are priced at the lower of cost 
(first-in, first-out) or replacement market after considering 
obsolescence. 


e) Taxes on Income. Results of operations are included in the 
consolidated federal income tax return of Beneficial. The total 
provisions for federal income taxes for financial statement 
purposes are approximately the same as they would have 


been had the companies filed separate returns. The item 
Payable to Beneficial Corporation includes federal income 
taxes payable. 


f) Fixed Assets. Depreciation of fixed assets is provided on the 
straight-line method over their estimated useful lives. 


Maintenance and repairs are expensed as incurred. Renewals 
and betterments are capitalized. The cost and accumulated 
depreciation of fixed assets retired, sold, or otherwise 
disposed of are eliminated from the accounts at the time of 
disposal and any resulting gain or loss is reflected in income. 


g) Employee Retirement Plans. Current retirement plan cost 
and provision for funding prior service costs are charged to 
expense. 


h) Accruals for Merchandise Warranties. Reserves are main- 
tained to provide for anticipated costs relating to mer- 
chandise under warranty not covered by manufacturers’ 
warranties. 


2. Store Closings and Other Items 


In June of 1978 Midland discontinued its sporting goods and 
automobile accessories operations to concentrate on the 
development of its share of the consumer electronics field. 
Costs incurred with the restructuring are not significant. 


At September 30, 1977 Spiegel provided $2.5 million for the 
closing of all catalog order stores, as management had 
determined that these stores were no longer a desirable 
marketing outlet. All catalog order stores have been closed 
and substantially all costs have been incurred. 


At June 30, 1977 Western Auto established a provision of $9.6 
million. Of this amount $7.0 million related to the closing of 
unprofitable retail stores and $2.6 million to inventory 
devaluation of discontinued items. At December 31, 1978, 
$3.2 million remains from the original provision for costs of 
retail store closings. 


3. Transactions with Affiliates 


An insurance subsidiary of Beneficial offers credit life insur- 
ance to Spiegel customers as well as to certain borrowers 
from a consumer loan subsidiary of Spiegel. A life insurance 
subsidiary of Spiegel assumes under reinsurance 100% (75% 
in 1977) of the coverage pertaining to Spiegel customers 
and 100% of the coverage pertaining to the consumer loan 
subsidiary customers. Premiums paid to the subsidiary of 
Beneficial were $5.9 million in 1978 and $5.8 million in 1977. 
The excess of such premiums over claims paid, adjustments 
to funded reserves, and commissions of 18% in 1978 and 15% 
in 1977 were paid to Spiegel and its subsidiaries in amounts 
aggregating $1.5 million in 1978 and $1.3 million in 1977. 


Beneficial provides certain services for the collection of mail 
order receivables of Spiegel. Charges to Spiegel for such 
services aggregated $3.0 million in 1978 and $3.7 million 
m1977. 
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Beneficial Corporation Merchandising Division 
Notes to Financial Statements (continued ) 


4. Short-Term Notes 
At December 31 these consist of the following: 
(in thousands) 1978 1977 


$25,500 $31,500 
67,950 — 
$93,450 $31,500 


Commercial (paper ee... eee ene 
Notes payablegioibanks pee nee 


Spiegel and Western Auto meet certain operating fund re- 
quirements through short-term bank borrowings. At Decem- 
ber 31, 1978, $163.6 million in unused bank lines was available 
to the companies under various informal arrangements. Most 
arrangements provide for the maintenance of bank balances 
based upon a percentage of the available line or related 
borrowing, while others are based upon a fixed rate or give 
effect to normal operating bank balances. At December 31, 
1978, $28.1 million in compensating bank balances was 
maintained in support of bank lines. 


Western Auto also obtains operating funds from the sale of 
its commercial paper. 


Midland and Spiegel obtain operating funds through bor- 
rowings from Beneficial at an interest rate of 742%. 
5. Long-Term Debt and Restrictions on Retained Earnings 


A summary of long-term debt at December 31 follows: 


(in thousands) 1978 1977 
be VOmOLeS DayabDlerClicsL oo aan $ 50,000 $ 50,000 
Debentures: 
Do USS LO 19 ae arenes ae anys cmon can 50,000 50,000 
7.85%, due 1996, with annual sinking 
FUNC SDA yINCN LS paar neice ae ise 42,287 42,287 
he) 5 Ge LICEL DO omen eee ey tae ee eae ae 40,000 40,000 
5 Um teal. 98 (ine rer ate emg cei hee 40,000 40,000 
5.9% subordinated notes, due 1978 
THOUS big OU ieee eee a rea ee eer ee 10,000 15,000 
Otherlongctere Otarnmer are 5,996 WLS 
238,283 245,038 
Less long-term debt due within one year (105,667) (5,837) 


$132,616 $239,201 


The companies’ long-term debt agreements contain certain 
covenants restricting the payment of dividends, the purchase 
and retirement of the companies’ capital stock, investments, 
and indebtedness. Under the terms of the most restrictive 
covenants, approximately $82.7 million of the companies’ 
Retained Earnings of $227.5 million at December 31, 1978 was 
available for the payment of dividends to Beneficial 
Corporation. 


Annual long-term debt and sinking fund payments for the five 
years subsequent to December 31, 1978 are as follows (in 
millions): 1979, $105.7; 1980, $7.3; 1981, $2.5; 1982, $2.5; and 
1983, $42.4. 
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6. Employee Profit Sharing and Retirement Plans 


Profit sharing and retirement plans cover substantially all 
employees who have met specified requirements. The 
companies’ contributions to these plans (charged to 
earnings) were $5.9 million for 1978 and $6.2 million for 1977. 


At January 1, 1978, the date of the most recent valuation, the 
actuarially computed value of vested benefits under the 
retirement plans exceeded fund assets and balance sheet 
accruals by approximately $7.0 million. 


7. Federal Taxes on Income 


Deferred taxes result from timing differences in the recogni- 
tion of income and expense for tax and financial statement 

purposes. Charges (credits) to the deferred tax provision for 
the years ended December 31 are related to: 


(in thousands) 1978 1977 
Provision for store closings and 

OtheritemsS vine eee he eee eee ere $1,498 §$ (3,332) 
Instalment basis for gross profit on 

creditgsalese er nee eer ee eee (876) (4,879) 
Depreciation een eee 584 988 
Provision for doubtful accounts ....... 339 (1,549) 
Provision for merchandise warranty 

LESELVES Mec. de ee en ne eee (686) (1,581) 
Otheraaeerce ee Pat coke Lene ene oe S00) Ra S25) 

yt a oo oop CLETS5) 

A reconciliation between the expected and the effective 
federal income tax rates is as follows: 
(in thousands) 1978 1977 
Income before Provision for Income 

TAXES Bens ser eee, ne ee eee $ 6,747 $ 14,164 
Less State and Local Income Taxes.... (563) ~————((950) 


Income before Provision for 


Federal Income] axesi a ee ees Ct ele 


Expected Provision for Federal 


[ncomes axes mew ree Soh toe tts 2,9 08 ee dae 
Expecteds axa. R ate seams san rie eae 48.0% 48.0% 
Increases (Decreases) in Tax Rate 

Resulting from: 

Income of insurance subsidiaries 
taxed at lower effective rates .... (6.6) (2.8) 
Inves thiachte taxaGce Ci (9.6) (Gp) 
Contribution of certain properties (6.8) — 
Others eee er eee Se Oe aes 4:6 (1.0) 
Hitective Lax, Rate i ee eee 29.6% 40.7% 


_ $1,828 __§ 5,373_ 


Provision for Federal Income Taxes ... 


8. Leases 


The companies occupy certain warehouse facilities and stores 
and use certain equipment under operating leases. Rent 
expense for the years ended December 31 was $18.6 million in 
1978 and $20.9 million in 1977. Minimum lease commitments 
at December 31, 1978, excluding Western Auto retail stores 

to be closed, for which provision has been made (see Note 2), 
were: 


(in millions) 


IAS) ees 5 Se Re ee ee $12.0 
9.8 OMe ee ae te ee Eee ry aie oA oS O).7/ 
(9 Oil See ae eT Ae Ae er Pe mee en 8.7 
1D 82 eee ot ee ce An otf do 7.6 
LOS 3 Sewers p ets reser re re mre ed Ri ae EN ste eek 6.6 
PO SAR CHE OUSTI EL 8 Cgemeaerite ner se News eal cic ais vat opera DPA) 
iS SSR TOUCH EL OS emer etn te re ie st ek cakes 5.9 
MNCL CAlt Clee eee heme eer ee earn Sei a ee 0.7 
Ota eee erry ren ee Vien, Se aNOn i Lee enor eat Yee 
1978 
(in millions) Midland 
Identifiable Assets 223 ja.0 Ny Sao $40.8 
Net Sales and Other Revenue: 
Uinawitihiaiiecl CUSTOMERS ..5canccceacuanscocanse $62.1 
Intradivisione nee ele OO ee 10:25 
TRE hoy SI oe oa ace CR ae ir $73.0 
OPELALLIG ML OU 1LOSS )avemrrr ter er sts. PO OE $(7.3) 
iteres telex Delise peace at Scone en ae ees 
Ineoine: Before Income: Laxes Fi a.em ane hye ate — 
1977 
Identifiable Assets <a, ee Eco hed, 6 ae Sy Silke! 
Net Sales and Other Revenue: 
Winathiliatede Gusto c hSmeeintat tte nent $110.4 
INthadivisiOle.. a2.5 ener ae eens i elt 
FLOta rN eee critter ie oS MOE a iad IRS 
Operacim PiPFOUtGLOSS )eammrtes reno eared cs $ (1.7) 


Interest Expense 
Provision for Store Closings and Other Items 


Income Before Income Taxes 


It is expected that, in the normal course of business, leases 
which expire will be renewed or replaced with leases on other 
properties; thus, it is expected that future minimum annual 
rentals will not be less than those for 1978. 


9. Information by Group 


The Merchandising Division consists of Midland, Spiegel, and 
Western Auto, and their respective subsidiaries. Midland is an 
international marketing and importing company that sells its 
merchandise at wholesale, primarily to domestic retailers. 
Spiegel is engaged in the sale through catalogs of merchan- 
dise by mail. Western Auto sells its merchandise at retail 
through company-owned stores and to independently-oper- 
ated associate stores, located in smaller communities. 


Midland sells merchandise to Western Auto and Spiegel at 
prices generally comparable to those charged unaffiliated 
customers. While Midland was owned by Western Auto, loans 
were made to Midland on which interest was charged at 
Western Auto’s actual short-term borrowing costs plus a 
credit facility charge. 


Information at December 31 and for the years then ended is 
as follows: 


Adjustments 
Western and 
Spiegel Auto _Eliminations Combined 
$486.2 $470.4 $ (6.6) $ 990.8 
$370.7 $683.0 $1,115.8 
$(10.9) 
$370.7 $683.0 $(10.9) $1,115.8 
$ 28.4 $ 19.3 $40.4 
(B37) 
ca $ 6.7 
$458.4 $478.0 § (1.6) § 986.2 
$377.0 $691.3 $1,178.7 
4 0.8 $(11.9) 
$377.0 $692.1 $(11.9) $1,178.7 
$ 29.6 $ 29.2 $ (0.8) $56.3 
(30.0) 
CUP) 
$14.2 
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Beneficial Corporation Merchandising Division 
Notes to Financial Statements (continued) 


10. Contingencies 


The U.S. Customs Service has assessed Midland $5.1 million 
for dumping duties on T.V. sets imported by Midland from 
Japan from 1969 through 1974. Midland is contesting these 
assessments. Midland believes that additional assessments 
will not exceed $3.0 million. Midland has not made significant 
purchases of T.V. sets of Japanese manufacture since 1976. 


Western Auto, which has not received notice of any assess- 
ments of dumping duties, was not an importer of record of 
T.V. sets of Japanese manufacture prior to January 1, 1976. 
With regard to imports subsequent to that date through 
approximately April 1977, Western Auto estimates that 
assessments would not exceed approximately $5.1 million. 
Western Auto continued to import T.V. sets of Japanese 
manufacture from April 1977 through December 1978, pur- 
chasing approximately 10% more sets in this later period than 
in the earlier period but has no basis for estimating what 
assessments, if any, might be made in respect of such sets. 


Counsel for Midland and Western Auto believes that the 
method currently being used by the U.S. Customs Service to 
assess dumping duties is contrary to the relevant statute, and 
formal protests of the method and amount of such assess- 
ments have been or will be filed. Customs is in the process of 
reviewing protests by Midland, and Midland believes that the 
above-mentioned assessments against it will be substantially 
reduced. 


Accountants’ Opinion 


11. Replacement Cost Data (unaudited) 
In accordance with regulations of the Securities and 
Exchange Commission, Western Auto and Spiegel have 
developed replacement cost information for inventory and 
fixed assets. This information is included in the Form 10-K 

of the respective companies filed with the Securities and 
Exchange Commission. Midland is not required to develop or 
report such information and if such information were 
included, in the opinion of management, it would not signifi- 
cantly change the amounts included in the Merchandising 
Division financial statements. 


Inventories as stated for the Division at December 31, 1978 
are not materially different from estimated replacement cost. 
Cost of sales at replacement value is marginally higher than 
the historic costs reflected in the financial statements. 


The replacement cost of fixed assets and resulting deprecia- 
tion expense would be significantly higher than amounts 
reflected in the financial statements of the Division; however, 
technological improvements in certain operations of the 
Division would offset, at least in part, this additional expense. 


The Board of Directors 
Beneficial Corporation 


We have examined the balance sheet of Beneficial 
Corporation Merchandising Division (Midland International 
Corporation and Subsidiaries, Spiegel, Inc. and Subsidiaries, 
and Western Auto Supply Company and Subsidiaries, 
combined) as of December 31, 1978 and 1977 and the related 
statements of income and retained earnings and changes in 
financial position for each of the five years ended December 
31, 1978. Our examinations were made in accordance with gen- 
erally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 
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In our opinion, the aforementioned combined financial state- 
ments present fairly the financial position of the Beneficial 
Corporation Merchandising Division at December 31, 1978 and 
1977 and the results of its operations and changes in its finan- 
cial position for the five years ended December 31, 1978, in 
conformity with generally accepted accounting principles 
applied on a consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Kansas City, Missouri 
February 10, 1979 


Beneficial Corporation Merchandising Division 


Information by Group 


Supplemental Information 


(in thousands) Years Ended December 31 1978 1977 1976 1975 1974 
Net Sales and Other Revenue - > : —_. a re — 
Milan) CH Camere cry ee ror Soa Rn Pee ee he ean ae eB oA $ 662,109 $ 110,380 $ 209,765 $ 88017 $ 64,643 
SS LCC Lary em ee ere Syne R ae teehee Mes, WU Rye a Boe 370,710 376,998 359,337 367,319 396,028 
Western Auto Ee ee AT ee Rt re eee ae 683, 044 691, 307 | 637, 244 565, 064 578 561 
Combined Beis Seen pe ee ee Eo ae eas ao 2 Swish $1, ih, 863 $1, 1s 685 $1, 206, 346 $1, 020 400 $1, 039, 232 
Income (Loss) before Income Taxes ~~ me 
IEC: Cl neem eee eer ee ke RG ame ae SeUNE ae $(9,387) $(4,443) $33,233 $12,418 $ (282) 
LCCC are re eet rae Serge yen ne OL en Ee ee EO ees 9,915 11,605 10,971 9,052 10,261 
Western Auto ee re ee eee ey: eee eee 6,219 . 7,002 ; 26, 552 | 25,122 29, See 
COnl OneCart rua ae ce ae pineal bo ee pe § 6,747 $14,164 $70, 156 _ . _ $46,592 m2 S71 
Net Income (Loss) 
NIC Cl renee eran ea rs ce eee Oe Peer OS toe eee $(4,673) $(1,958) $16,786 $ 6,397 $ (398) 
SIS Le Per rae ete I UNE OS cu biey aa Sepa pew. 2 Oe 6,016 6,429 HOD 4,650 5,288 
WV GSHRSIaa, FNDICY 3 6 0.0 6.6 ad oo bane eadmeesbutoos ac Sao ase BD. 3,013 3. 10m Bis pole il 150 me si230 : 
Combined es eee Jo dopokesenevjahor oss 3980 pes $ om ie 3 7 S41 $35, 792 _ i nie 197 $19,870 
Receivables, Net of 
Unearned Finance Allowance for 
Charges (b Doubtful Receivables 
December 31 1978 1977 1978 1977 
Midland > Pa EEE ec I Oy ho a, Rear ee oes $ 13,881 $ 18,492 7 ia $ 1,105 
SS DLGCE erate at Meyer Pe etd Pa Per varty statis nt, Gtchy wae ates eco 3 426,701 409,094 30,558 29,927 
Western Auto goons on biog ytlersa¢80n aba dan amo cous annals 265,726 281, 892 _ 7 NE 7 pet 149 
Combined de Gene oene noe eam eatan? ee $706,308 $709, 478° $44,848 © r _ $43, 781 
Inventories Total Assets ‘Shareholder’ s s Equity 
1978 1977 1978 1977 1978 1977 
Midian Ciena reece ce a eee ‘ so) LA OI $ 27,905 $ 34,197 $ 49,882 $ 11,853 $ 16,551 
SS De gC lip ee patra she een onorte Se ame 33,080 43,967 486,188 458 359 85,639 82,623 
Western Auto Oty eS Rehan aoe eae 135 906, I3T 210 \. 470 Hae 477,924 ; 246, 317 244 ,104 
Combined eat Ran en pur ER? aE Oe Od $185, 983 $203, 082 $990, 7159 $986, 165 _ $343, 809 $343, 878 


a) Excludes intradivision sales (in Prticney $10.9, $11.1, $18. 7, $15.4, and $1. 8 eae 


b) Excludes intradivision receivables. 
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Beneficial Corporation and Consolidated Subsidiaries 
Eleven-Y ear Summary 


Supplemental Information 


(amounts in thousands, except where noted) Years Ended December 31 1978 1977 
During the Year 
Consolidated 
Nt LN COMIC che siepsctes sateen ee ce soos ocean a AERIS ge aie ee rive PE ES nrc Ran $ 98,300 85,657 
Earnings per Common Share (dollars): 
PEUTATY eee on Bs Oe OS Sa Oe ae PRR Re sO SR eg $ 4.19 3.64 
Pully-diluited | pee) rea fos atin ts getiels See ees hie Aa ae ae cheat A a eee $ 4.11 3.56 
Average Number of Common Shares: 
PYiMar yes Ag cleo whe gee hte dS a tude Desa ena asd re een ae pad NOY? 21,808 
Pully-Cilttece, sss 8 arte 8 ha oe ar Nae aed eee ee ope KY) 22,686 
Cash Dividends Paid'per Common Share (dollars): cers ete ee $ 1.70 1.60 
Finance Division 
Volume of Finance Receivables Acquired less Unearned Finance Charges (b.................... $2,690,319 2,261,888 
Number of Finance Receivables;Acquired) (D tegera eee eee eee 2,450 2 AVA 
Averace Amountiot lransaction (dollars )5 (bye rar crate seers ete ee ete eee cee $ 1,098 1,063 
% of Monthly Cash Principal Collections to Average Monthly Balancesiae ss pare see eee 4.43 4.34 
% of Finance Receivables Charged Off (after offsetting recoveries) to Average Monthly Balances (57, 1.74 
REVENUE, e.cat one si PI en Da lng Se RN Be rere 10k Oe apt ae UO ER EE a a $ 769,362 640,362 
Income beforeLrOvsionstOrsliconl eel ax CS ieee ener rere nee eee ae $ 154,751 137,149 
INCOM EshrOMPEINAnCesD1V1S1O 1 eee eee ee eee a $ 91,466 77,816 
OG) Out MaveoNaOVS TereOjam [FAKE TAES IDINGISHONM WO IREVEMES .,occchoscoodancansvccebonunncbasonrnoeoducane 11.89 12415 
Merchandising Division 
Net Salestand : Othem REventie mene eer ee ar ar $1,115,863 1,178,685 
Income before tl ncomes axes pss eo ea ar aa ne na $ 6,747 14,164 
Income: from:Merchandising Division yyy eee eee err eee enc $ 4356 7,841 
% of Income from Merchandising Division to Net Sales and Other Revenue .................... 0.39 0.67 
At Year End 
Consolidated 
Total Debt at iecsacsoecnueice he ee a TERA eee oO a $2,731,380 22 Dol 
Shareholders? Equity s sv wires cata acer eee ee ee ee $ 886,538 835,074 
Ratio of Total Debt to'Shareholders ¢E Guid yams ree tee 3.08 to 1 ZLotol 
Finance Division 
Fimance Receivables less Unearned Finance: Charges arrears eater rare $3,015,437 sapere NIM 
% of Unearned Finance Charges to RelatediNet)/ Finance Receivablesmenn a teen eee 28.00 28.86 
Reserve for Possiblé CreditiLosses area ee eee $ 147,836 126,309 
% of Reserve for Possible Credit Losses to Finance Receivables less 
Unéarned Finance: Charges (Cres a arr re A ca ee 5.00 5.00 
% of Finance Receivables (account balances, loans only) with Payments More than Two 
Months Delinquent (baseditipan recency of payment )a(c mene e ea ee ee (BES 1.08 
Number Of: ACCOUNTS fea k wa pits Sap ie et eee 2,976 2,451 
Average Account Balance (dollars) Ze rccmert erat care tae ect ere ae err $ 1,013 1,031 


Notes: 
The data for all years include results of companies accounted for on a pooling of interest 
basis and all data have been adjusted for pooling of interests. 
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1976 1975 1974 
100,407 a86i 63,682(a 
4.52 3.34 2.83(a 
4.05 2.94 Me 
20,436 19,145 19,103 
24,436 24,451 24.479 
1.4375 1.25 pS 
1,900,279 1553622 1,669,254 
1,797 1512 1,886 
1,057 1,028 885 
4.35 4.28 4.45 
2.04 2.42 Die 
536,558 460,260 452,539 
116351 95,053 81,219 
64,615 50,570 43,812 
12.04 10.99 9.68 
1,206,346 1,020,400 1,039,232 
70,756 46,592 39,571 
35,792 22,797 19,870 
Dt. 7 neo 
1,794,308 1,664,353 1,650,361 
791,246 723,818 688,959 
D710 1 230 to 1 2.40 to 1 
2,085,042 1,828,456 1,781,500 
29.90 29.10 28.16 
106,337 95,054 92,638 
5.10 5.20 5.20 
1.19 1.29 1.28 
2,095 2,008 2,138 
995 911 833 


a) Excludes Extraordinary Credit of $12.1 million from sale of undeveloped land by a non-consolidated subsidiary (see 
Note 15, page 39). Primary and Fully-diluted Earnings per Common Share exclude Extraordinary Credit of $.64 and 
$.49 per share respectively. 


1739432 
Pa AG OE 
799 

4.94 

1.82 
416,371 
100,479 
52,436 
12.60 


1,062,602 
44,993 
23,337 

2.20 


1,618,862 
646,165 
Ze lito 


1,700,696 
27.80 
86,736 


5.10 


1.15 
gS) 
756 


b) Excluding bank credit card receivables. 


c) Excluding bank credit card and leasing receivables. 


d) Excluding receivables of West German subsidiary. 


1,632,869 
Z 100 
Ee) 

4.90 

1.56 
376,921 
104,541 
59,187 
15.86 


9897399 
43,676 
22,417 

Depa 


1,558,101 
599 964 
2.60 to 1 


1,579,689 
27.68 
82,154 


5.20 
0.99 


Zi25 
aus 


68,755 


ayes 
PES be) 


18,143 
24,516 
1.0667 


1,461,770 
1,940 
is 

4.82 

eyed 
336,057 
98,828 
Slot 
15.45 


878,541 
33,148 
16,843 

1.92 


1,423,438 
547,054 
2-00) t0) 1 


1,441,331 
26.85 
76,448 


ps0 
0.89 


2,105 
685 


1970 


59,194 


aA 
2.36 


17,885 
24,494 
1.0667 


1,368,832 
1,924 

Til 

4.63 

1.40 
305,445 
88,378 
48,092 
15.74 


800,040 
21655 
DARA) 

LE39 


1,337,433 
506,100 
2.64 to 1 


1,366,537 
Zon 
13,057 


D239 
0.96 


225 
643 


1969 


535027 


2.45 
2.14 


17,488 
24,493 
1.0667 


1,402,672 
Ze 20) 
662 

4.96 

122 
276,032 
T1629 
39316 
14.24 


801,640 
30,987 
14,311 

1.79 


1,232,399 
475,578 
DING) (1) Il 


1,267,075 
24.86 
69,625 


5.49 
0.90 


Zelo2 
594 


1968 


51,965 


aesyih 
207 


17,047 
24,461 
1.0667 


1392,292 
2,199 
615 

Bee 

1.26 
244,572 
70,296 
36,900 
15.09 


748,142 
32,378 
15,065 

2.01 


1,091,634 
449 137 
2.43 to 1 


1,135,077 
23.45 
63,408 


20 
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Beneficial Corporation and Consolidated Subsidiaries 
Data by Calendar Quarter 


Supplemental Information 


First Second 
(in thousands, except per share figures) Quarter Quarter 
Revenue 
FamaniGe:DIVISTOM. eeges eres ae ae oe Re ecient PR Rs ROR arr A ge ek we ee a $184,927 $184,085 
Merchandising Division: 
Midland: (excluding intradivision Sales) 2 3sea.n: cc.e ee ee e e 14,133 ia AS 
Spiegel pI nce Secawaie salen detent stare Reare wees warren recite ree SDSS eo tate arse ee ga ee 82,139 78,575 
Westen Auto (excluding intradivision revenUe) oe 22 ess eat ne een eet eee 159,133 201,019 
Revenue trom Merchandising Division Ban. 0... ee ie ne ee 255,405 292,319 
fl We) 5-1 Nera Pa eRe oi i, Ace ean tage Ce rite Ree ne SD EN Rs 8 oc nd a tan Aneta ARG te 5 sues ccmabnal sed $440,332 $476,404 
Operating Income (Loss) 
Fina NCE! DIVISION 6 Gece ae SB a ee ee ee Te Se A ee ee tS 8 Oe $47,779 $32,747 
Merchandising Division: 
Mean ich ee ee aa sachs ee eer eso pegs a ss Soy OF EME eee a A Oe ee EE (1,442) (4,695) 
Spiegel, Trac ra ecu steee ecas a eee a a hee ee ge a A 1,798 1,110 
Western: AUtOe rte Sie wee EU ue ne ACPI GIE ET ee le Te eC on aR ear ee Fonte 1,991 6,138 
Operatine Income (Loss) trom Merchandising: Division mr raeee et ane ere ee 2347 DSS 
ey e:) eer are en er a ae an ee Peni eR Ay eile Ms die ns el etalon dh oyat een ange 8 $50,126 $35,300 
Net Income (Loss) 
Finance; Division yd one 8 haa ee oe oo ne ee eee ee ee ee $26,573 $20,102 
Merchandising Division: 
I Ge NEW oa pane eee ene Men ro Sn eee Meee artes Ren MMMM eter CR AIPRE A ec 5 fren Sipe Oe t Date ad © 6 ARRON (742) (2,443) 
Spiegel Tchr semtatsrawe ses eget stoner ove ras sal eee acs en are neh he te cm a Oe Ee 980 638 
WeEStern AUTO! or ee ee eee eR) ROE Te ey Rete E en me Poe om a Ea 905 2,914 
Income from Merchandising Divisione jouer eae eee 1,143 1,109 
Income [rom Savings and Loan COmpan va ceuwee rari anette a eee een eee a ne = —_ 
MT Otal Ae don SF ee cere hk Sata ae ls eT ee eae on Ore ae oie ee ee ee ee $27,716 SZie211 
Earnings Per Common Share 
| hahest Wa gure er see eee a yrange Wie Cae a ara ry Gate her ee Grae fg iin Marae Gh hdNS 0 ay OH i Meee eu naderaslen Bremen $1.19 $.90 
Bullyeclutedy ae ove ofiie a5 soe oe cca rane ok eager eT Te cat ee ee $1.17 $.88 
Shares Entitled to Vote 
$5.50 Dividend Cumulative Convertible Preferred Stock: 
High Sales, Prices stern csc Chaos is ky sad a0 tetas cd ae ee gg $ 95.25 $103.00 
Low Sales Priced Sieg hii eevee orto tel ene Sr UN hs PR ae ee ee ee are Toe SSaZzo 93.00 
Dividends: PatdsPeriSharenr clin cis cco heRe eee eo re cr 1375 12375 
$4.30 Dividend Cumulative Preferred Stock 
(Convertible prior to November 1, 1977): 
High: Sales Price 15 PS tiie miecssn 2a os seen aene keer tee aes RR IEe Oe OR eee Se ee 51.875 49.00 
Low, Salés: Prices eh sare eeepc nite Oe aS nS Rae Re hee Pere rene 48.25 46.25 
Dividends Paid per-Share (payable semiannually) srersen ter teeta fete ae ear mr DELS —_ 
Common Stock: 
High Sales Price: score «fa hiemd-te teskeieie'e, Stren Ane asta kta Mae ae 21.875 "he A} 
Low Sales: Pricé a.3.Qe ony a fey ater mage ene are sd ca ae re ere a ce ea ke 18.875 20.375 
Dividends Paid Per Share: enc Stee eee ee eee 40 40 


a) Quarterly figures do not add to total for year because of termination of convertibility of $4.30 
Dividend Cumulative Preferred Stock on October 31, 1977. 


b) Anti-dilutive, but included in total for year. 
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1978 1977 
Third Fourth First Second Third Fourth 
Quarter Quarter Total Quarter Quarter Quarter Quarter Total 
$190,618 $209,732 $ 769,362 $147,384 $156,806 $165,954 $170,218 $ 640,362 
14,817 20,434 62,109 39,485 23,609 24,985 22,301 110,380 
79,863 IONS 370,710 84,812 77,309 85,439 129 438 376,998 
159,620 163,272 683,044 163,142 196,486 166,809 164,870 691,307 
254,300 313,839 1,115,863 287,439 297,404 DH DS 316,609 1,178,685 
$444,918 $523,571 $1,885,225 $434 823 $454,210 $443 187 $486,827 $1,819,047 
$42,364 $34,070 $156,960 $35,612 $33,604 $41,679 $29,553 $140,448 
(1,698) G15 52) (9,387) 3,421 974 (656) (8,182) (4,443) 
1,790 SPAT) 9,915 2,139 907 (424) 8,983 11,605 
286 (2,196) 6,219 6,560 435 ie® 1,550 (1,543) 7,002 
378 1,469 6,747 12,120 2,316 470 (742) 14,164 
$42,742 $35,539 $163,707 $47,732 $35,920 $42,149 © $28,811 $154,612 
$24 342 $20,449 $91,466 $19,027 $19,172 $23,488 $16,129 $77,816 
(753) @35) (4,673) 153 593 (53) (3,971) (1,958) 
(Ls B25 6,016 1,104 590 (161) 4 896 6,429 
15S) (959) Puls 3,149 264 669 (712) 3,370 
573 1,531 4 356 6,006 1,447 aS 213 7,841 
1,021 1,457 2,478 == — — — = 
$25,936 $23,437 $98 300 $25,033 $20,619 $23,663 $16,342 $85,657 
$1.10 $1.00 $4.19 $1.08 $.88 $1.01 $.67 $3.64 
$1.08 $ .98 $4.11 $1.01 $.83 $ .95 __ $.67 2326 Ta 
SS, TTS, $113.75 $117.00 $110.00 $108.00 $101.00 
111.625 97.50 104.75 96.25 94.00 91.00 
IES 75 i375 $5.50 L375 1375 37D 375 $5.50 
51.00 48.00 60.375 S25 54.00 51.50 
46.25 43.00 51.50 47.50 50.00 48.50 
BANS) — 4,30 DNS — ANS) — 4.30 
26.375 26.00 27.00 BMPS) 24.75 DS 
20.50 DA) MRS DAIS Di HS 21.00 20.375 
45 45 7G 40 40 40 40 1.60 


Beneficial Corporation 


Board of 
Directors 


Officers 


62 


Cecil M. Benadom (1,3) 
Charles W. Bower (1.2) 
Robert C. Cannada (3.4) 


Elbert N. Carvel 


Finn M. W. Caspersen (1.2) 
Freda R. Caspersen 


Thomas W. Cullen (4) 
George R. Evans (1,2) 


Leon A. Fults 


J. Thomas Gurney (4) 
Arnold T. Koch (4) 
DeWitt J. Paul 
Robert A. Tucker (12) 


Richard A. Wagner 


Arthur T. Ward, Jr. 
Charles H. Watts, II (3.4) 
K. Martin Worthy 


Modie J. Spiegel 
William E. Thompson 
Ralph B. Williams 


Finn M. W. Caspersen 
George R. Evans 
Robert A. Tucker 


Charles W. Bower 
William A. Gross 
Edgar D. Baumgartner 
Kenneth J. Kircher 
Russell W. Willey 
Glenn E. Paton 
Charles H. Donovan 
John R. Doran 

Robert F. Haag 

Harold J. Robinson 
Joseph R. Roberge 
Robert R. Meyer 
Worthy A. Hollister 
Genevieve M. Nickerson 
Elmer H. Reynolds 


Retired; former President of Beneficial Corporation 
Senior Vice-President and Treasurer 


Attorney at Law, Butler, Snow, O’Mara, Stevens & Company, 
Jackson, Mississippi 


Vice Chairman of the Board of Trustees of the University of Delaware; 
Chairman of the Board of Peoples Bank and Trust Company, a subsidiary 


Chairman of Board of Directors and Chief Executive Officer 


Chairman of Board of Directors of Westby Corporation, 
real estate investments, Wilmington, Delaware 


Retired; former President of an affiliated holding company 


Member of the Office of the President and Vice-Chairman of Board of Directors; 
Chairman of Board of Directors of Beneficial Management Corporation, 
a subsidiary 

Retired; former Chairman of Board of Directors of Western Auto Supply 
Company, a subsidiary 

Attorney at Law, Gurney, Gurney & Handley, Orlando, Florida 

Of Counsel to Wormser, Kiely, Alessandroni & McCann, New York, New York 

Retired; former Chairman of Board of Directors of Beneficial Corporation 

Member of the Office of the President, First Vice-President and 
Chief Financial Officer 

President and Chief Operating Officer of Beneficial Management Corporation, 
a subsidiary 

Medical Doctor and businessman, Baltimore, Maryland 

Educational and business consultant, McLean, Virginia 

Attorney at Law, Hamel, Park, McCabe & Saunders, Washington, D.C. 


Director Emeritus 
Director Emeritus 
Director Emeritus 


(1)Member of Executive Committee (Finn M. W. Caspersen, Chairman) 
(2)Member of Finance Committee (Robert A. Tucker, Chairman) 
(3)Member of Audit Committee (Charles H. Watts, II, Chairman) 
(4)Member of Compensation Committee (Arnold T. Koch, Chairman) 


Chairman of Board of Directors and Chief Executive Officer 
Member of the Office of the President and Vice-Chairman of Board of Directors 


Member of the Office of the President, First Vice-President and 
Chief Financial Officer 


Senior Vice-President and Treasurer 

Senior Vice-President 

Vice-President and Tax Counsel 

Vice-President and Secretary 

Vice-President and Controller 

Vice-President and Assistant Secretary 

Auditor 

Assistant Vice-President and Assistant Treasurer 
Assistant Vice-President and Assistant Controller 
Assistant Vice-President and Assistant Secretary 

Assistant Vice-President 

Assistant Controller 

Assistant Auditor 

Assistant Secretary 

Assistant Treasurer 


Beneficial Management Corporation 


Executive George R. Evans Chairman Robert A. Tucker 
Committee Finn M. W. Caspersen Gordon L. Wadmond Executive Vice-President 
Gerald L. Holm Executive Vice-President Richard A. Wagner President and Chief 
R. Donald Quackenbush Executive Vice-President Operating Officer 
Insurance 
Senior Vice- Richard H. Bate Counsel Robert E. Gaegler Insurance 
Presidents Leo R. Caron Operating Thomas E. Gerrity Operating 
David J. Farris Operating Robert Mallock Industry Relations 
John M. Farrell Community Affairs William G. Weiss Operating 
Robert P. Freeman Personnel 
Vice- Joseph E. Chauvette Controller David B. Ward Public Relations 
Presidents John M. Doman Audit Controls {=== 


Joseph A. Furey 
Carl R. Majewski 
George B. Pearson 
William S. Prickett 
William G. Simpson 
Clifford W. Snyder 
Leon Spitz 

David W. Valentien 


Charles V. Walsh 


State and Local Taxes 
Purchasing 

Planning and Research 
Treasurer 

Corporate Benefits 
Advertising 

Real Estate 


Management 
Information Services 


Counsel, Public Relations 


Charles E. Hance 
Lawrence Kelder 
James D. Warren 
Judith A. Bonnesen 
Helen A. Hofbeck 


Litigation Counsel 

Executive Assistant 

Secretary 

Assistant Secretary 

Assistant Secretary and 
Secretary to Executive 
and Management 
Committees 


John V. McCardle Assistant Treasurer 


Beneficial Management Corporation, a wholly-owned sub- 
sidiary, furnishes, at cost, supervision, audit, accounting, 
and other services to most of the operating subsidiaries. 


Principal Executives of Other Subsidiary Companies ; 


Sentor Vice-  JosephA. Stubits Operating—Retail Credit 
President 

Vice- Tae: Aldridge Western Pacific 
Presidents Kenneth D. Angevine Beneficial Finance Co. 


Pierre E. Bashe 


of New York, Inc. 
California North 


W. James Murphy 
Charles L. Rounsavall 
Ronald E. Schoen 
Vernon G. Smith 


Robert E. Styles 
Harry E. Vanderbank 
Daniel Wilczek 
Murray W. Wilson 
John Bay arley 


Southern " 
Midsouth 
Toronto 


President and Treasurer 
Beneficial Finance Co. 
of New York, Inc. 


Midwest 
East Central 
Central 
Australia 
Gulf Coast 


George B. Brush New England 
Dewey O. Cassler Tri-State 

Ernest H. Cole Southwest 

John France United Kingdom 
Grant H. Genske Northwest 
Robert M. Grohol Eastern 

J. Gaetan Helms Montreal 
George R. Evans President 


J. Edward Kerwan 


John J. Leonard 


Gene U. Rao 


Beneficial Finance Co. 
of Canada 
President 
Beneficial Data 
Processing Corporation 
Vice-President 
Beneficial Data 
Processing Corporation 
Vice-President 
Beneficial Data 
Processing Corporation 


Joseph A. Yankauskas 


Bevan G. Walker 


Gerald S. Corsover 


Vice-President 
Beneficial Data 
Processing Corporation 

Vice-President, 
Secretary-Treasurer 
Beneficial Finance Co. 
of Canada 

President 
Parliament Leasing 
Corporation 
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Officers of 
One or 
More 
Companies 


Officers 


Office rs 


Officers 
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Beneficial Insurance Group 


R. Donald Quackenbush 


Robert E. Gaegler 
Mary R. Bermingham 
James T. Kearns 


Anthony F. Mita 


Albert G. Morhart, Jr. 
William M. Campbell 
Roy F. Duke, Jr. 


Andrew C. Halvorsen 
William G. Jarman 


Donald K. Smith 
John H. Suminski 


Laverne R. Wolfanger, Jr. 


Gloria P. Poole 
Carole E. Rehmer 


Chairman of the 
Board of Directors 


President 
Secretary and Treasurer 


Senior Vice President 
Marketing—Life 


Senior Vice President 
Administration 


Senior Vice President 
Vice President 


Vice President 
Investments 


Vice President Financial 


Vice President 
Marketing—Life 


Vice President 


Vice President 
and General Counsel 


Vice President 
and Controller 


Assistant Secretary 
Assistant Secretary 


Foreign Companies 


R. Donald Quackenbush 
Edward A. Dunbar 


Robert E. Gaegler 


Vanderpoel Adriance 


Theodore H. Cassidy 
Nicholas G. Cooper 
Donald K. Smith 
Joy Orchard 


Mary R. Bermingham 
Roger H. V. Dixon 


H.C. Butterfield 


Chairman of the 
Board of Directors 


President or 
Managing Director 


Senior Vice President, 
Treasurer and 
Comptroller 


Vice President 
Investments 


Vice President 
Vice President 
Vice President 


Assistant Vice President 

and Assistant Secretary 
Assistant Secretary 
Resident Counsel 

and Secretary 

United Kingdom 
Resident Counsel 

and Secretary 

Bermuda 


Western Auto Supply Company 


Joseph C. Grissom 


J. Roger McDonald 
William J. Sinkula 
Kenneth L. Brown 


Louis L. Poplinger 


Keith G. Brandt 
John H. Henke 


Chairman of the Board 
and Chief Executive 
Officer 


President 
Senior Vice President 


Vice President and 
Treasurer 


Vice President and 
Secretary 


Vice President 
Vice President 


Stanley J. Hoffman 
William J. Knickerbocker 
Philip E. Long 

Carl W. Mahan 

Robert K. Washburn 
Gene L. Smith 

R. P. Bradley 

Ralph L. Wright 


Vice President 

Vice President 

Vice President 

Vice President 

Vice President 
Controller 
Assistant Treasurer 
Assistant Secretary 


Alvin L. Esbin 


President of Eva Gabor 
International, Ltd. 


Midland International Corporation 


Robert W. McFadden 


Charen of the Board 
of Directors and 
Chief Executive Officer 


Richard L. Looney 
Marvin E. Marstall 
Louis L. Poplinger 


Vice President 
Controller 
Secretary 


Edward J. Andrle 
John R. Erickson 
Joseph F. Garraty 
William M. Giuntoli 
Robert H. Hirshberg 
Walter B. Killough 
Albert H. Paul 
Edward J. Spiegel 


Vice President 


Chairmen of the Board 
of Directors and 
Chief Executive Officer 


Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 
Vice President 


Paul A. Stinneford 


Joseph A. Stubits 
Roderick Urquhart 
Alton M. Withers 


Michael R. Moran 


Meyer Sheinfeld 
Caroline M. Biggs 


Vice President 
and Secretary 


Vice President 
Vice President 


Vice President 
and Treasurer 


Assistant Vice President 
and Assistant Secretary 


Assistant Secretary 
Assistant Treasurer 


Classes of Stock 


Transfer Agents 


Common 


Irving Trust Company, N.Y. 
Wilmington Trust Company 
Wilmington, Del. 

The First National Bank of Chicago 


Registrars 


Chemical Bank, N.Y. 

Farmers Bank of the State of Delaware 
Wilmington, Del. 

Continental Illinois National Bank 
and Trust Company of Chicago 


5% Cumulative Preferred 


$5.50 Dividend Cumulative 
Convertible Preferred 


$4.50 Dividend 
Cumulative Preferred 


Irving Trust Company, N.Y. 


Wilmington Trust Company 
Wilmington, Del. 


Morgan Guaranty Trust 
Company of New York 
Wilmington Trust Company 
Wilmington, Del. 


Manufacturers Hanover 

Trust Company, N.Y. 

Farmers Bank of the State of Delaware 
Wilmington, Del. 


Citibank, N.A., N.Y. 


Farmers Bank of the State of Delaware 
Wilmington, Del. 


Bradford Trust Company, N.Y. 
Wilmington Trust Company 
Wilmington, Del. 


The Chase Manhattan Bank, N.A., N.Y. 
Farmers Bank of the State of Delaware 
Wilmington, Del. 


$4.30 Dividend 
Cumulative Preferred 


Manufacturers Hanover 
Trust Company, N.Y. 
The First National Bank of Chicago 


The Chase Manhattan Bank, N.A., N.Y. 


Continental Ilinois National Bank 
and Trust Company of Chicago 


The principal market on which the above classes of stock are traded is the New York Stock Exchange. 


Form 10-K 


In addition to the information included in this report, further 
data concerning the Company for the year 1978 is included in 
the Company’s Annual Report on Securities and Exchange 


Commission Form 10-K. 


If you desire to receive a copy of the Form 10-K (without 
charge), please address your request to Mr. Kenneth J. 
Kircher, Vice President and Secretary, Beneficial Corporation, 


P.O. Box 911, Wilmington, Delaware 19899. 


Produced and designed by Shareholder Reports, Inc. 


Portraits by Arnold Newman 
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Beneficial Corporation 
Wilmington, Delaware 19899 


